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Preface 


Since the publication in 1932 of Berle and Mean's classic study, The 
Modern Corporation and Private Property, historians have taken it for 
granted that the wide geographical dispersion of stock ownership 
shifted the balance of power from the owners of corporate property to 
the managers of those corporations. Following up on the lead provided 
by Berle and Means, James Burnham maintained in 1947 that a 
"managerial revolution “ had taken place. Indeed, Alfred Chandler 
suggested in 1977 in his Pulitzer Prize winning book, The Visible 
Hand, that the managers had in a number of important ways replaced 
the "invisible hand" of the market—a thesis Chandler was later to 
extend to the world's major industrial powers in his 1990 book, Scale 
and Scope: The Dynamics of Industrial Capitalism. 

The present study does not challenge the argument that a 
managerial revolution occurred. It does modify the significance of the 
change by presenting evidence—for the first time—of the extent to 
which corporate managers themselves were beholden to major players 
in the financial sector—especially a small group of New York banks 
which served as the main suppliers of term loans (loans with maturity 
of 1-10 years) to industrial corporations. These banks, as we shall see, 
worked in close collaboration with their affiliated insurance companies 
and securities underwriters. By means of term loans, these bankers and 
their allies exerted a strong influence over the supply of money and 
credit—and thus over the economy throughout the years of the Great 
Depression. Contrary to a widely held belief, the banking reforms of the 
New Deal era failed to reduce Wall Street's influence over finance and 
industry. 
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Originally used as a credit instrument to finance distressed 
corporations during the prolonged depression, term lending by 
commercial banks gained momentum in the mid-1930s. By the time of 
the outbreak of World War II, they accounted for 30-50% of the 
outstanding loans held by the major New York and Chicago banks. 
Although a number of studies have attempted to explain the 
significance of term loans in corporate finance during this period, their 
treatment of the subject was relatively limited in scope due to the 
absence of systematic data on loans provided by individual banks to 
their industrial borrowers. The present study is the first to investigate 
all the loans reported by the borrowing corporations to the Securities 
Exchange Commission between 1935 and 1941 and also to make use of 
the abundant related materials that appear in a wide range of journals 
and public documents, including the Commercial and Financial 
Chronicle, Moody's Supplements, Standard Corporation Records, and 
Listing Statements to the New York Stock Exchange. This study 
analyzes the growth of term loans during the depression, the 
concentration of the loans in a handful of powerful New York banks, 
the interplay between these banks and large life insurance companies in 
the capital market, and the resulting economic consequences. The study 
is also the first to detail the changes that took place in the leadership 
within the financial hierarchy during the depression. As we shall see, 
the J. D. Rockefeller interests replaced the Morgan-First National 
interests as the country's dominant financial power—a change that has 
escaped previous scholarly notice. 

The main part of this book consists of several articles published in 
the 1980s. I am grateful to a number of persons whose help made 
possible this study. I thank Raymond Saulnier, the late Vincent P. 
Carosso, Barrie Wigmore and Frank Edwards for sharing with me their 
broad knowledge of American banking and finance. I am also indebted 
to friends and colleagues for their comments, criticism, and 
suggestions, among them Michael Schwartz, Mark Mizruchi. Thomas 
Ferguson, Eugene White, Linda Stern, Robert Fitch, Bertell Ollman, 
Junko Nishikawa, Kazao Matsui, Osamu Doi, Takayoshi Saito, 
Masaaki Yamashita, Hiroshi Shibuya, Masayoshi Tatebe. Takayoshi 
Takada, Takeru Saito, Hanako Mukase, Yuichi Sakai, and Toshio 
Kaburagi. I would like to thank Colin Day, Frank Smith, John Garraty, 
John James, Richard Sylla, Mark Cohen, Zhu Xian, Naomi Saiki, 
Masahide Katoh, Ryuzo Tomitsuka, Shiro Tohara, Haruo Kaneko, 
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Hiroshi Iwata, Michihiko Tsuruta, Takao Takemura Hiroshi Okumura, 
Sumie Sasaki, Masashi Tokusige, Shunichi Kato, and Akira Ogo for 
their continuous encouragement in the course of my research. 

I am grateful also to the staffs of SEC and many libraries for the 
assistance they extended to me. The librarians of Columbia’s Business 
Library, Harvard's Bakers Library, and New York Public Library were 
particularly helpful. 

Lastly, Professor Stuart Bruchey and Professor Rogers Brubaker 
deserve my profound gratitude. Professor Bruchey was the one who 
continued to encourage me to undertake this study. His comments and 
suggestions were always invaluable. Professor Brubaker was kind 
enough to spare time to read the manuscript and offered many 
constructive suggestions that contributed to its improvement. 

I thank Li Jing, Gong Yuan Jian, Lu Hui Min, Song Yi Hang, and 
Salah Freeman for their assistance in the preparation of my manuscript. 
I also thank Damon Zucca at Garland Publishing for his understanding 
aid in bringing the manuscript into a bound book. 


PART ONE 
The Evolution of Term Loan 


CHAPTER 1 
Emergence of Term Loans 


Until the 1920s, commercial banks in the United States generally 
limited their lending to short term loans, that is, loans maturing within 
six months“), National and state banks alike adhered to the widely 
accepted principle that the primary function of a commercial bank was 
to finance the seasonal and temporary needs of its borrowers. This 
practice was reinforced in 1914 when Federal Reserve Board was 
established: Until the early 1930s, the Board limited the notes eligible 
for rediscounting to short term loans. 

Occasionally, to be sure, banks made loans with longer maturity. 
One of the geneses of term lending could be found in a six-month loan 
made with a promise from the bank to renew the loan at its maturity. O? 
It is not known when this practice began or how widespread it was, but 
lending under this kind of arrangement increased with the country's 
economic growth and had reached a considerable level by the early 
twentieth century. Testifying before a congressional committee in 1941, 
a prominent banker confirmed that many capital expenditures for 
plants, for extension of business, and for purchase of controlling 
interest in business before the 1930s had been financed by six-month 
loans with renewal promised in advance.) Similar loans were made to 
agriculture. A 1934 study of Iowa banks found the actual average term 
of lending to be ten to thirty-two months at some banks during the 
years 1914 to 1924 despite notes dated with six-month maturity. 

A more significant departure from the established practice was the 
underwriting and investment by commercial banks in 1-10 year 
corporate notes. Pioneered by the major New York and Chicago banks 
at the end of the last century, this movement gathered momentum at the 


Table 1-1: Shares of financial intermediaries in domestic corporate bonds outstanding (per cent) 


Intermediaries 1900 1912 1922 1929 1933 1939 
1. Commercial banks 9.8 11.5 13.9 12.1 10.7 10.2 
2. Mutual savings banks 6.4 5:5 5.1 5.2 5.5 4.1 
3. Private life insurance companies 79 9.1 92 12.0 13.3 24.7 
4. Fraternal insurance organizations 0 0.1 0.1 0.2 0.3 0.4 
5. Private noninsured pension funds F i 0.2 0.8 11 1.7 
6. Government trust funds Es 0 0 0 0.1 0.2 
7. Fire and marine insurance companics 1.4 1.6 2.0 2.1 1.6 1.1 
8. Casualty and misc. insurance companies 0.3 04 0.6 1.2 1.0 0.9 
9. Savings bank life insurance departments Р e T 0 0 0 
10. Investment companies к = 0.1 0.3 0.2 0.4 
11. Personal trust departments 8.7 8.0 14.9 17.3 13.0 20.9 

Total holdings by intermediaries 34.5 36.2 46.1 51.3 46.7 64.6 
Total outstanding (billions) $69 $175 $242 $39.0 $38.5 $33.5 


Source: R. Goldsmith, Financial Intermediaries in the American Economy since 1900, 1958, p. 224. 
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turn of the century with the growth of the securities market. By the 
1920s, many commercial banks in the large cities were actively 
engaged in securities underwriting, distribution, and investment 
through either their own bond departments or their securities 
affiliates.” Banks not infrequently withdrew from sale some or all of 
the first five maturity of serial notes and held them themselves until 
they matured. Occasionally, the notes held by banks matured in longer 
periods, up to ten years.) The result was that an increasing amount of 
longer term bank credit was channeled into industry through investment 
in 1-10 year notes as well as through renewable six-month loans. 

Very little information has been disclosed on the securities 
holdings of commercial banks prior to the 1930s, but we know from the 
findings of a Congressional committee that by 1930 some large banks 
had substantial holdings in five-year notes as well as in bonds. In 
1930, one of the major New York banks had more than $6,000,000 in 
1-10 year corporate notes. Another large New York bank also held 
$6,800,000 in notes.(! Note holdings also constituted an important part 
of the security holdings of big banks outside of New York. Continental 
Illinois National Bank, the largest bank in Chicago, had among its ten 
largest securities holdings $2,280,000 in one-to five-year notes. (2 

The Great Depression marked the beginning of a new era in 
commercial bank lending . Following the stock market crash of 1929, 
some of the large city banks began to provide borrowers with 1-3 year 
loan. Between July and October of 1930, large one or two-year loans 
were made to American & Foreign Power? ($50,000,000/two- year), 
to General Theatre Equipment" ($10,000,000/one-year), and to 
Baltimore & Ohio R.R.“5) ($20,000,000/ two-year), while Continental 
Shares received a $35,000,000 eighteen month loan. (9 These four 
loans paved the way for the consummation of other term loans to utility 
and manufacturing concerns in the months that followed.” Beginning 
in 1931, banks also financed oil operators and producers with three- 
year loans, secured by mortgages on their oil leases and assignment of 
their oil runs.(9 At the same time, some of the short term loans made 
during the early depression were converted into term loans. Thus, for 
example, a $21,250,000 six-month loan to United Gas Corporation, a 
subsidiary of Electric Bonds & Shares, was converted after three 
renewals into a three-year loan in early 1933.09 

The development of term lending was primarily a response to the 
deepening depression. The sharp decline in corporate profits, followed 
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by the collapse of the bond market in late 1930, left many corporations 
with no recourse but to resort to bank loans to finance their 
operations.2 Since under deteriorating economic conditions no 
borrower could be expected to repay a large loan in six months, and 
because no bonds or notes could be underwritten unless priced far 
below par value, a term loan was often the only realistic alternative. 
Some large banks were reluctant to make term loans, but others did not 
hesitate to take advantage of the economic crisis to integrate term 
lending into their regular banking operation.O? Because commercial 
banks had been underwriting and holding long term corporate notes 
before the 1930s, term lending could be seen as an extension of their 
normal banking function. By 1933, more than ten banks had made term 
loans, and the total amount of term lending outstanding at the end of the 
year exceeded $200,000,000. 

But just as term lending began to take shape as an important new 
credit instrument, its further development was interrupted. The 
lengthening list of corporate failures heightened the risk of extending 
longer term credit.) The run on banks, culminating in the Bank 
Holiday of February 1933, also dampened term lending by forcing 
banks to increase their reserves in order to preserve their liquidity. 2® 
The Banking Act of 1933, moreover, passed in response to public 
outcry against banker's involvement in securities speculation and 
manipulation, prohibited commercial bank from underwriting corporate 
securities.29 For a time, it appeared that term lending would come to 
an end shortly after its inception. 

Despite all the adversities, term lending witnessed a revival after 
1933, thanks to a change in government policy in favor of the new 
credit instrument. By the end of 1937, the estimated amount of term 
loans held by banks had reached $827,000,000.99 In some large city 
banks, term lending had come to comprise 10% of outstanding loans. 2? 
The average maturity of term loans also lengthened. Five-year loans 
were increasingly common, while two- to three-year loans had been the 
norm in the earlier period. 

The various measures undertaken by the government to promote 
term lending after 1933 undoubtedly contributed to the loan expansion. 
A year after the passage of the Securities Act of 1933, the business 
community faced an acute shortage of capital.@8) In spite of their need 
for outside financing, corporations were dissuaded from issuing new 


Table 1-2; Medium-Term business credit of term lending institutions: Annual disbursements and year-end 
outstanding, 1934-40 (in millions) 


Year Ending Federal Reserve Life Insurance Commercial 
Dec. 31 Banks REC Comnanies Banks — Total 
1934 Disbursements $149 567 
Outstanding 149 6.6 
1935 Disbursements 73 35.7 554 
Outstanding 413 40.0 
1936 Disbursements 52 323 80 
Outstanding 327 63.6 
1937 Disbursemcnts 36 23.3 155 
Outstanding 214 748 152 1827 51,0812 
1938 Disbursernents 60 52.5 167 217 442.5 
Outstanding 300 107.7 315 1,083 15397 
1939 Disbursements 49 51.1 203 827 1080.0 
Ou'standing 247 130.6 $20 1,596 227013 
1940 Disbursements 23 282 379 1352 1761.5 
Outstanding 155 1213 900 2.162 3198.8 
Total Disbursements 564.2 $232.8 $1,038 $2,396 $3.284.0 


Source: N Jacoby and R.Saulnier. Term Lending to Business, 1942, p.30. 
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securities by the restrictive nature of the Act, especially its penalty 
clause. The banks, on the other hand, were prohibited by the Banking 
Act from underwriting corporate issues, although the act also provided 
that the Federal Reserve banks could loan its member banks on any 
sound assets. Realizing that active participation by banks in the 
extension of longer term credit was essential to the free flow of capital 
into industry during a depression, the federal government, in 1934, 
undertook measures to encourage banks to make term loans.29 The 
same year, the Department of Commerce joined the Reconstruction 
Finance Corporation in urging the leading banks to increase their long 
term credit to industry. Bank examiners, in the meantime, were 
instructed not to question a loan’s viability merely because its maturity 
period was more than six months. Lastly, Congress passed the new 
Banking Act in 1935. The Act adopted as a permanent policy the 
provision that Federal Reserve banks could lend to member banks on 
any sound assets, including corporate notes that matured in more than 
one year.3 With the change in government regulatory policy and the 
enactment of the new law, term loans by commercial bank, until then 
hampered by their ambiguous legal status, were accorded full official 
recognition as a new credit instrument. 2? 

As a method of financing, term loans enjoyed a number of 
advantages over the public offerings of securities.? First, term lending 
eliminated or reduced the expenses inevitably incurred in the making of 
a public offering; secondly, a term loan could be arranged much more 
quickly than a public offering; thirdly, the terms of a term loan could 
easily be modified to meet the changing circumstances of the borrower; 
and lastly, term lending relieved the issuer of the obligation of public 
disclosure, and protected corporate directors from any potential civil 
liability under the Securities Act. 

The extent to which the practice of term lending had taken root in 
the mid-1930s is clear from an examination of the loans outstanding in 
1937. At the end of that year, more than thirty listed corporations had 
term loans from banks for $1,000,000 or тоге.(33) Mining and 
manufacturing led other sectors in the amount and size of loans 
received. The biggest borrowers were the oil companies. Between 1935 
and 1937, five major oil companies each received more than 
$15,000,000 in term loans from banks: Socony Vacuum($27,000,000 in 
1935); Tidewater Associated Oil ($18,000,000 in 1935); Consolidated 
Oil ($40,000,000 in 1936); Texas Corp.($25,000,000 in 1936); and 
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Gulf Oil($40,000,000 in 1937).09 All but the last had been repaid by 
1937, a substantial portion of the funds being obtained by selling bond 
issues to the life insurance companies. Nevertheless, five oil 
companies, including Gulf, stili had an aggregate debt of $60,000,000 
in term loans in 1937.69 The total amount of term lending to the oil 
industry was even greater if loans to the independent oil operators are 
taken into consideration. 

Outside the oil sector, the largest borrowers were the distillery, 
nonferrous metal, and paper industries. As of 1937, outstanding term 
loans to eight companies in these three sectors totaled $90,000,000. The 
largest borrowers were Schenley Distillers ($22,500,000), Chile 
Exploration ($21,500,000), International Paper ($12,000,000), Crown 
Zellerbach ($10,500,000), and Distillers Corp.-Seagram($12,500,000). 
Other concerns with large loans included American Smelting & 
Refining($5,000,000) and St. Regis Paper($6,000,000).89 For some of 
these corporations, term loans represented a considerable proportion of 
their assets: 25% for Schenley Distillers, 20% for Chile Exploration, 
12% for Distillers Corp.-Seagram, 10% for Crown Zellerbach, and 8% 
for International Paper. Outside of these sectors, term lending was not 
widespread in manufacturing and mining industries. The only company 
with a term loan of $10,000,000 in 1937 was RCA.G? Chrysler 
Corporation contracted a $25,000,000 five-year loan in 1935, but it had 
been repaid by 1936.8) 

The utility industry ranked second to mining and manufacturing in 
the amount of term borrowing. Ten utilities, including telecommunica- 
tion companies, had an aggregate of $100,000,000 in term loans from 
banks in 1937. American & Foreign Power and Lone Star Gas together 
accounted for 40% of the total amount, the former borrowing 
$22,800,000 and the latter $16,000,000.69) The loan to American & 
Foreign Power originated as a two-year loan in 1930; the balance was 
renewed at maturity every one or two years thereafter. Other utility 
companies with large term loans were Niagara & Hudson 
($8,750,000).49 Even these loans, however, accounted for a smaller 
fraction of the assets of the borrower than was the case in the 
manufacturing and mining industries—1 196 for Lone Star Gas, 6% for 
Western Union, 5% for American & Foreign Power, 3% for Niagara & 
Hudson, and 396 for American Electric & Water Works. The demand 
for new capital in the utility industry increased steadily in the mid- 
thirties with an increasing fraction provided by bond issue. The large 
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insurance companies were the major purchasers, thus reducing bank 
lending to a secondary role. 

Railroads and investment trusts also participated in term 
borrowing, though the amounts were smaller. As of 1937, loans to six 
railroads totaled $40,000,000, and those to seven investment trusts 
$33,000,000. The largest railroad borrower was New York Central, 
which had a $15,000,000 term ioan in 1937, representing part of the 
$62,000,000 demand loan that had been converted into a long term loan 
the previous year. ^! 

The years after 1937 saw a rapid expansion of term lending by 
commercial banks. From 1938 to 1940, the aggregate amount of term 
loans held by banks almost tripled, reaching $2,162,000,000.(52 The 
largest incrcase was recorded in 1940. During that year, new loans 
totaling $1,352,000.000 were disbursed, and the outstanding loans 
increased by $600,000,000. As a result, commercial banks remained the 
major supplier of medium-term capital in the carly 1940s despite the 
increasing encroachment of the insurance companies after 1937. As of 
1940, commercial banks held 65% of the country's outstanding 
medium-term business credit, as against the 30% held by life insurance 
companies.) The RFC [3%] and the Federal Reserve Bank [0.5%] 
accounted for the rest. 

The rapid growth of term lending after 1937 is attributable to the 
combined effect of a number of economic factors. Though temporary in 
its effect, the panic of 1937, occurring during an incipient economic 
upswing when some industries were starting to increase their capital 
expenditure, resulted in a severe drop in stock and bond prices. thus 
compelling many corporations to resort to term borrowing to meet their 
financial needs.) In 1938, U.S. Steel, unable to carry out a bond issue 
to finance part of its expansion program due to the turmoil in the 
securities market, obtained a $50,000,000 1-3 year loan from the 
banks.‘45) Youngstown Steel contracted а $12.500,000 1-3 year bank 
loan in the same year for the same purpose.‘ Others that followed suit 
included oil, utility, and manufacturing concerns whose plans to issue 
securities had been disrupted by the depressed market. (4? 

A more important impetus to the expansion of term borrowing was 
the falling rate of interest after the mid- 1930s. Between 1939 and 1941, 
the interest rate on term loans dropped sharply and continuously, from 
3-3.4% in early 1939 to 1.8-2.5% in 1940-1.(4? Since many debt issues 
in the 1920s were marketed to yield 5% to 6%, as were most of the 
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preferred stocks sold in that period,“ the decline in interest rate 
induced business concerns to seek term loans to repay their debts or to 
retire their preferred stocks at a lower interest cost. The pressure to take 
advantage of the interest rate decline was especially strong at a time 
when the squeeze on corporate profits meant that any saving on interest 
payments was significant. A contemporary survey found that one-third 
of the term loans, accounting for more than half the amount of term 
credit contracted in this period, were used for refunding purposes. ^9? 

The changing structure of the banking industry also played a part 
in shaping the lending policy of the banks. Between 1935 and 1940, the 
deposits of commercial banks increased by 2596, from $60,000,000,000 
to $80,000,000,000.6") On the other hand, banks’ investment options 
narrowed during the same period. The average yield of treasury bonds, 
which stood at 3.5% in the early 1930s, was 2.8% in 1935, and 2.2% in 
1940. Demand for short term loans by business enterprises continued to 
be low until 1939, as was demand for call loans, which had declined 
sharply due to the depressed stock market.62 Although banks were 
able to direct part of their growing resources into personal loans and 
consumer credit, the amount remained relatively small. Furthermore, 
commercial banks were also prohibited by the Banking Act of 1933 
from participating in the underwriting of corporate bonds, which had 
been an important part of the business of large banks before the 
1930503) It was this changing environment in which the banking 
industry found itself that prompted many commercial banks, particular 
the larger banks, to expand their term lending after 1937. 

After 1939, the expanding defense program of the Federal 
government also spurred new term lending. From $1,028,000,000 in 
1938, federal defense expenditures increased to $1,200,000,000 in 
1939, to $1,650,000,000 in 1940, and to $6,000,000,000 in 1941.69 By 
the end of 1940, the backlogs of the ten largest aircraft manufacturers 
had exceeded $3,000,000,000, six times more than that of the preceding 
year.G9 Even the non-military sector—especially steel, machinery, and 
utility industries—profited indirectly from the increase in federal 
expenditures, 

This government-sponsored industrial expansion was financed 
largely by commercial banks.©” It was estimated that commercial 
banks provided 82% of the new capital needed by the defense industry 
up to 1941. Between March of 1940 and February of 1941, banks 


Table 1-3: 0.5. Government bonds owned by financial institutions (in billion of dollars) 


_ 193] 1932 1933 1934 1935 1936 1937 1938 1939 1940 
Federal trast funds = = 0.7 14 20 23 3.6 4.8 39 74 
Federal Reserve banks 0.6 1.8 2.0 24 24 24 2.5 2.6 26 25 
Commercial banks 6.0 6.8 d: 10.3 127 15.3 146 146 15.7 166 
Mutual savings banks 06 07 07 ro 1.5 2.1 24 27 30 3.1 
Insurance companies == = 1.0 1.5 26 3.9 50 55 59 6.5 
Other (including individual investors) — — 10.3 10.5 10.5 ил 124 11.9 123 122 


* figure as of June 30. 
Sources: Federal Reserve Board, Banking and Monctary Statistics, 1941, p.512, Banking and Monclary Statistics, 1943, Banking Studies. 


Table 1-4: Government and corporate bond yields, 1922-43 


Year 


Co 


rate (Moody's investors’ service) 


(Treasury dept.) 


1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 


4.30 
4.36 
4.06 
3.86 
3.68 
3.34 
3.33 
3.60 
3.29 
3.34 
3.68 
331 
3.12 


2.79 


al | 
| (Bond buver) (20) 


U.S. Treasury m Municip. 


Total Industrial Railroad 
4.21 | 5.95 6.04 5.89 
4.27 6.04 6.04 6.24 
4.21 5.80 5.90 5.90 
4.13 5.47 5.61 5.51 
4.14 5.21 5.37 5.13 
3.99 4.97 5.10 4.83 
4.05 4.94 5.10 4.85 
4.31 | 521 531 5.18 
4.12 | 5.09 5.25 4.96 
4.07 5.81 6.08 6.09 
471 6.87 671 7.61 
5.14 5.89 5.34 6.09 
422 4.96 4.52 496 
3.38 446 4.02 4.95 


5.61 
329 
5.11 
4.96 
4.87 
5.14 
5.05 
5.27 
6.30 
6.25 


5.40 
4.43 


Table 1-4 (continued) 


Year 


1936 2,93 3.87 3.50 


1937 
1938 
1939 
1940 
1941 
1942 
1943 
Source: Shepard B, Clough, A Century of American Life Insurance, 1946, p. 302. 


Corporate (Moody's investors' service) 


a EE ОЕ ME [эмы 
(Treasury dept. Bond buyer) (20 Total Industrial Railroad | Public Utilit 


4.24 


Table 1-5: Distribution of assets of commercial banks (member-hank) (in millions of dollars) 


Assets 


Loans and investment (total) 

Loans (total) 

Commercial, industrial and agricultural loans 
Open market paper 

Loans to broken & dealers 

Other loans for purpose of purchase on carrying Securities 
Real estate loans 

Loans to banks 

Other loans 

Treasury bills 

Treasury notes 

United States bonds 

Obligations with Fed. Res. Banks 

Other securities 

Reserves with Fed. Res. Banks 

Cash in vault 

Balances with domestic banks 

Other assets-net 


Table 1-5 (continued) 


Liabilities 


Demand deposits-adjusted 
Time deposits 

U. S. Government deposits 
Inter-hank deposits: 
Domestic banks 
Foreign banks 
Borrowings 
Other liabilities 
Capital accounts 


10,014 
730 
831 


3,486 
593 
266 

1,535 


Source: Commercial & Financial Chronicle, No.4029, p.83. 
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extended $1,000,000,000 in credit to defense contractors, about 2596 of 
which was in the form of term loans. At the end of 1941, the five 
largest aircraft manufacturers together had $100,000,000 in one-year 
loans from banks: Lockheed ($30,000,000), Douglas ($28,000,000), G. 
Martin & Co., ($22,000,000), United Aircraft ($18,000,000), and 
Boeing ($8,700,000).69 RCA, which was awarded a large defense 
contract, also obtained a $15,000,000 five-year bank loan in 1940. 
Outside the defense sector, too, especially in the oil, machinery, and 
utility industries, economic expansion was partly financed through term 
lending. 

As term lending expanded in the late 1930s, the average maturity 
of term loans lengthened. A survey showed that more than 7046 of the 
volume of commercial banks' outstanding term loans had maturity of 
five years or more.9? In general, the longest maturity was ten years. 
With very few exceptions, the banks continued to hold the notes until 
their maturity. Of the $200,000,000 in term loans made by First 
National Bank of Chicago between 1934 and 1940, for example, less 
than $1,000,000 had been resold to other banks. ©) 

The surge in term lending extended to a wide variety of industries. 
Of the estimated $2,160,000,000 in term loans held by the commercial 
banks in 1940, manufacturing received 31%, mining and extraction 
21%, utilities and transportation 25%, and others 24%.(6!) Despite the 
wide distribution over industrial sectors, however, the loans were 
heavily concentrated among a small number of lenders. The following 
section documents this concentration and explains its causes. 
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CHAPTER 2 
Concentration of Term Loans 


Since its inception in the early 1930s, term lending was highly 
concentrated among a very small number of commercial banks. Less 
than a dozen banks, for example, accounted for all of the $153,000,000 
of the five largest term loans that were outstanding at the end of 1933. 
And among these banks, the three major powers—Morgan-First 
National, Chase, and National City—were dominant. 

The $50,000,000 two-year Ioan to American & Foreign Power in 
1930 illustrates the dominance of the three powers. This loan was 
headed by Guaranty Trust of the Morgan-First National group, and 
participated in by ten banks.) Guaranty Trust provided 20% of the 
loan; Bankers Trust, also of the Morgan group, provided 16%; Chase 
had a 20% share; and so did National City. Together, the four banks 
accounted for 7646 of the Ioan. In the $21,500,000 loan to United Gas 
Corp., a demand loan converted into a three-year loan in 1933, the same 
four banks accounted for 5295. Morgan-First National supplied 
23.2% (Guaranty Trust and Bankers Trust each sharing 11.6%), 
National City, 17.6%, and Chase 11.6%. The $70,000,000 loan to 
Anaconda Copper Mining, which was converted from a demand loan to 
a two-year loan in 1931, illustrates this dominance in its most extreme 
form: the three powers simply divided the loan among themselves.) 
National City managed the loan and took a 40% share, Guaranty Trust 
provided 40%, and Chase supplied the remaining 20%. In total, the 
three major powers accounted for 87.6% of the $158,750,000 of the 
five largest term loans($5,000,000 or more) that were outstanding in 
1933: Morgan-First National accounted for 34.6%, Chase for 28.0%, 
and National City for 25.0% 
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Table 2-1: Participants of American & Foreign Power $50,000,000 
2-year loan (October, 1930) 


Guaranty Trust 10,000.000 20.095 
Naitonal City Bank of New York 10,000.000 20.0 
Chase National Bank 10,000,000 20.0 
Bankers Trust 8,000,000 16.0 
Central Hanover Bank & Trust 3,000.000 6.0 
First National Bank of Boston 3,000,000 6.0 
Irving Trust 3,000,000 6.0 
Chemical Bank & Trust 1.500,000 3.0 
Bank of New York 750.000 1.5 
Union Trust (Pittsburgh) 750,000 1.5 
Total 50.000.000 100.0% 


Sources: Moody's Public Utilities, 1931; Commercial & Financial Chronicle, 
January 15, 1938. No information had been disclosed on the loan 
participants until 1938, when the Commercial & Financial Chronicle 
reported the names of the banks that took part in renewing the loan 
balance. 

Remarks: Agent bank: Guaranty Trust. American & Foreign Power was a 
subsidiary of Electric Bond & Share Co. 


Table 2-2: Participants of United Gas Corporation loan syndicate 


Е Dec 31,1934 Dec.31.1933 Dec.31.1932 Dec.31.1931 Dec.31,1930 

Notes and loans payable iat Amount паи Amount Amount Amount | Ralc 
Banks: 

Banks of York & Trust Co. 6 [$250,000 6 [$250,000 $250,000 $250,000 

Bankers Trust Co. 6 2500000 | 6 2500000 | 51у, 12.500000. | gly, 2500000 | — 

Central Hanover Bank & Trust Со, 6 1.500000 | 6 1.500.000 1, [1500000 | дуу, (1.500000 | — 

The Chase National Bank 6 [2,500000 6 2,500.00 51 2,500,000 | 41у, | 2,500,000 = 

Chemical Bank & Trust Со, 6 11250000 | 6 1250000 | 51у, 1.250.000 | gl), 1250000 | — 

The Commercial National Bank & 6 [500,000 6 | 500,000 sl | 500000 | 4j, | $00,000 — 

Trust Со 

First National Bank of Boston 6 [2000000 | 6 | 2.070.000 | 5l, 2000000 | gl), |2000000 | — 

Guaranty Trust Ca. OT New York 6 | 2,500,000 6 |2500000 | 51, |25000 | 41y, |2500000 | — 

Irving Trust Co, 6 2,500,000 6 2,500,000 51 2,500,000 aln 2,500,000 3 

The National City Bank of New York! © [3.750.000 | 6 3750000 | st), |3.750,000 | 41j, 3750000 | — 

The New York Trust Co. 6 [1,250,000 6 1,280,000 — «lj [1250000 | ш, | 1,250,000 

‘The Union ‘Trust Co. Of Pittsburgh 100000 |] GE T3900 К ыан [= 

"Total 21,250,000, — | 21250090 291250000] — [321250000] — 


Table 2-2 (continued) 


Notes and loans payable КАЕ 


Others 
Electric Bond & Share Co. 9254 925, 35,673,000 
2,000,000 


American Gas & Electric Co. 

! Bank loans dated July 20, 1933 due July 20, “1936, Secured by $42,500,000 principal amount United Gas Public Service Co. 6- 
percent debentures due July 1, 1953. 

? Dated July 20, 1931 due July 20, 1933. 

3 Dated Jan. 20, 1931 duc July 20, 1931. 

4 On or before Jan. 15, 1931 

5 Dated Dec. 31, 1931, due on demand 

5 30 days after demand 

Source: Federal Trade Commission, Utility Corporations, No. 83, 1935, p.1847. 

Remarks: Agent bank; Guaranty Trust Co, United Gas Corporation was a subsidiary of Electric Power and Light Co., which was in um a 
subsidiary of Electric Bond & Share Co. 


Table 2-3: Term loans held by banks in 1933 (loan of $5,000,000 or more) 


Borrower 
Anaconda Copper Mining 


American & Foreign Power 


Untied Gas Corp. 


Film Securities Corp. 
Southwestern Development 
Total 


Date of loan 


$70,000,000 


1930 40.000.000 


1933 21,250,000 


20,000,000 
7,500,000 
5158,750.000 


Maturity 


2-yr 


3-yr 


Lending bank 
National City 
Guaranty Trust 
Chase 
Guaranty Trust 
National City 
Chase 

Bankers Trust 
6 others 
National City 
Guaranty Trust 
Chase 

Others 

Chase 
Guaranty Trust 


40% 
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With few exceptions, participation in the term loans made in the 
early 1930s was necessarily limited to a small group of lenders. In the 
first place, the amount of the loans, typically more than $10,000,000, 
was so large as to preclude the small banks from participating. Even 1% 
participation in the $50,000,000 loan to American & Foreign Power, 
for instance, required a national bank to have capital and surplus assets 
of at least $5,000,000. The banking concentration of the 1920s had 
left less than 100 banks, mostly large city banks, capable of 
participating in the big loans. 

But what really made the early term lending the almost exclusive 
domain of the major banks was the fact that all the loans made in 1930- 
33 were not only large in amount but most of the loans consisted of so- 
called rescue loans.) Made to rescue distressed corporations, these 
loans were more risky than ordinary commercial loans. In order to 
protect its own interest, the lender had to be prepared to furnish 
additional capital if necessary during the life of the loan. Very few 
banks, in a time of deepening depression, would venture to make such a 
loan, even if permitted to do so by their capital and surplus 
requirement. The three major banking powers, however, had been 
closely affiliated with the borrowing corporations prior to the 1930s 
(Morgan-First National with American & Foreign Power and United 
Gas Corp., through their parent Electric Bonds & Shares, National City 
with Anaconda, and Chase with General Theatre Equipment). They 
were thus compelled by their own interest either to lend full support to 
the borrowers or to take advantage of the economic crisis to enhance 
their influence over the borrowers despite the risk involved. 

With the growth of term lending, the number of commercial banks 
participating increased sharply between 1934 and 1937, resulting in a 
wider distribution of the loans. An examination of the borrowers 
reveals that of the estimated $827,000,000 in term loans outstanding in 
1937, $360,000,000 represented loans of $1,000,000 or more made to 
listed companies. More than fifty banks took part in providing the 
$360,000,000—Morgan-First National 1896, Chase 1896, and National 
City 9%. Since the three banking powers, with very few exceptions, did 
not make term loans for small loans of less than $1,000,000, their 
shares in the aggregate amount of $827,000,000 dropped sharply: 
Morgan-First National to 8%, Chase to 8%, and National City to 4%. In 
contrast, banks that had participated only insignificantly or not at all in 
the early term loans emerged as substantial capital suppliers. 
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Manufacturers Trust, which did not participate in early term financing, 
had more than $10,000,000 in term loans in 1937. Likewise, Central 
Hanover Bank & Trust, which held less than $5,000,000 of term loans 
in 1933, had more than $18,000,000 in 1937.0 And banks outside of 
New York and Chicago—especially in Boston, Philadelphia, 
Pittsburgh, and Detroit—began to participate in term lending. The 
number of banks involved in term lending could have been larger if the 
smaller loans of less than $1,000,000 were taken into account. 

The government campaign of the mid-1930s to increase the supply 
of long-term capital to industry undoubtedly played a part in 
broadening bank participation in term lending. Prior to 1934, as noted 


Table 2-4: Concentration of banking resources in the United States 


(in millions of dollars) 


1930 1935 1940 
Assets 96 Assets % Assets % 
New York 
Ј.Р.Мограп & Co. ! - 537 0.9 72 1.0 
First Nat'l Bank (NY) ! 567 0.9 584 1.0 935 1.2 
Guaranty Trust ! 2.022 23 1,845 3.1 2,718 3.4 
Bankers Trust ! 848 1.2 1,031 1.7 1,579 2.0 
Chase National Bank 2,697 37 2,350 3.9 3.824 4.8 
National City Bank (NY) 1,944 2.6 1,880 3.1 3,095 3.9 
Central Hanover BR & T. 835 11 914 1.5 1,398 1.7 
Manufacturers Trust 326 04 673 1.1 1,050 13 
Chemical Bank 478 0.7 625 1.0 958 1.2 
Irving Trust 881 1.2 720 1.2 893 1.1 
Bank of Manhattan 552 0.8 548 0.9 795 1.0 
New York Trust 5 416 0.6 419 0.7 552 0.7 
Total (12 banks) 11.566 15.7 11.228 18.6 18,569 23.1 
Chicago 
Continental Ш. Na'l BK & T.? 1.249 1.7 1,115 1.8 1,620 2.0 
First National Bank (Chi) 2 495 0.7 925 1.5 1.238 1.5 


Northern Trust 2 7] 0.1 320 0.5 422 0.5 


Table 2-4 (continued) 


1930 1935 1940 
___ Assets % Assets 9b Assets % 
Harris Trust & Sav. Bank ? 123 0.2 207 03 338 04 
Total (4 hanks) 1.944 2.6 2.567 4.3 3,618 44 
San-Francisco-Los Angeles 
Bank of American №1 T. + S.A. 1.150 1.6 1,277 2.1 1.817 2:2 
Security-First National Bank (LA) 611 0.8 591 1.0 686 0.9 
American Trust 283 0.4 27 Q4 354 04 
Wells Fargo BK & Union F. (SF) 167 0.2 248 04 342 04 
Crocker Firs: Nat | Bank of 5.Е. 96 01 142 02 191 02 
... Total (5 banks) 2.307 31 2.529 42 3.390 42 
Pittsburgh 
Union Trust ? 235 0.3 334 0.6 41 0.6 
Mellon National Bank ? 253 03 337 0.6 457 0.6 
Farmers Deposit National Bank 3 78 01 103 0.2 133 0.2 
Union Say, Bank of Pitts 3 38 01 35 0л 43 01 
First National Bank (Pitt) É 91 01 98 02 137 02 
People-Filtsburgh Turst É 103 01 100 0.2 129 0.2 
Total (6 banks) 798 1) 917 1.5 1,340 17_ 


Table 2-4 (continued) 


1930 1935 1940 
Assets % Assets % Assets % 
Boston 
First National Bank (Boston) 750 1.0 729 1.2 939 1.2 
National Shawmut Bank 255 0.3 203 0.3 265 0.3 
Total (2 banks 1.005 14 932 LS 1,204 1.5 
Cleveland 
Cleveland Trust * 316 0.4 337 0.6 475 0.6 
National City Bank of Cleve. 4 38 0.1 137 0.2 240 0.3 
Total (2 banks) 354 0.5 474 0.8 75 0.9 
Detroit 
National Bank of Detroit ? 0 0 395 0.7 627 0.8 
Manufacturer Nat'l Bank 7 0 0 H19 0.2 186 0.2 
Total (2 banks) 0 0 514 0.9 813 1.0 
Grand total (33 hanks) 17,974 24.5 19,161 317 — 29,649 36.9 


Total number of banks in the U.S. 1930-24,079, 1935-16,053, 1940-15,017. 
: Morgan-First National group 

: Chicago group 

* Mellon group 

4 Cleveland group 


Table 2-4 (continued) 


5 Closely affiliated wich Margan-First National Interests and Rockefeller intezests. 

P Closely affiliated through common stock ownership. 

7 Founded in 1933. National Bank of Detroit was closely connected with Morgan-First National group through General Motors Corp. 
which owr.ed 50% of the bank. Manufacturer National Bank was controlled by Ford interests. 

Sources: Moody's Banks and Finance and others. 


Table 2-5 (continued) 


Railroad 


Finance 


pa! ТЗ Morgan-Firs! National Chase National City 
Wesiem Union 3.500.000 0 5,500,000 0 
Southwestern Develop. 7,300,000 7,300,000 (СТ) 0 0 
Brooklyn Queen Trans 3,000,000 0 0 0 
‘Total 110,400,000 19,409,000 38,160.000 7.660.000 
New York Central 16,000,000 2,400,000 — (JPM)* | 1,200.000* 
2.400.000  (FNB)* ü 
2.400.000 — (GT)* 
Boston & Maine 5.500.000 0 1.000.000 0 
Lchigh Valley 5,000,000 0 [] ü 
Southern Pacific 5.000.000 4,000,000 СТ, о 0 
1.000.000 (FNB) 
Virginia Railway 4.300.000 0 0 0 
Pittsburgh & W Virg. 2,950,000 0 1,310,000 0 
Total 33,750,000 12,200,000 3,510,000 0 
Selected Industries 12,800.000 12.800.000 (СТ) 0 ü 
Tri-Continental 8,000,000 2000.000 (GT) о 0 
Am. City Pr. & Lt. 6,900,000 0 
Blue Ridge __ 5300000 |. 


Table 2-5 (continued) 


Public utilities 


Baldwin Locomative 

Celanese Corp. 

Jones & Laughlin 

Aluminum Co. of Am. 
Total 


American & Forc. Гг. 


Lune Star Gas 
Am. Watcr Works & Elec. 
Niagara & Hudson 


Amencan Light & Trac. 
Portland (GE) 

People Gas Light & Coke 
Toleco Edison 

United Light & Traction 
Detroit City Gas 

N.Y State El. & Gas 


4,000,000 
4,500,000 | o 
4.000.000 | 0 
4,000,000 о 
183,650,000 | 31,870,000 
22,800,000 | 4,460,000 
3.648.000 
16.006.000 0 
8,250,000 | o 
8,750,000 | 1,626,000 
1.400.000 
$75,000 
6,500,000 0 
6,300,000 0 
5,500,000 o 
5,000,000 ü 
4,500,000 0 
4,500,000 с 
3.500.000 0 


(GT) 
(BD 


CPM) 
(GT) 
(FNB) 


4.000,000* 
5,000,000 
(0) 
5.000.000 
2,750,000* 
2.750.000 
3.500.000 
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Table 2-5 (continued) 
Morgan-First National Chase National City 
Electric Share Holding 0 0 
Capital Administ. Co. 0 0 
14,800.000 0 


Total 
66.079.000 


Sources: Moody's Manuals; Listing Siatement to New York Stock Exchange; Repans 10 SEC. 
- = name of participant unavailable. * = estimated amount. 
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above," the need to build up liquidity to meet any contingency, 
together with the ambiguous legal status of term loans under the 
Banking Act of 1933, discouraged the smaller commercial banks from 
extending longer term credit. The change in government attitude in 
favor of term lending, followed by the Banking Act of 1935, which 
made a permanent policy of authorizing the Federal Reserve Banks to 
rediscount commercial notes with maturity longer than six months, 
removed these hindrances and thus opened the field of term lending to a 
wider participation. 

Another reason for the wider loan participation was the broadening 
distribution of borrowers, many of whom where not affiliated with the 
major interest groups. Neither Schenley Distillers nor Distillery Corp.- 
Seagram, the two leading distillers who had large term borrowings in 
1936-37, was a member of a particular interest group.!? Nor was 
Crown Zellerbach, the large paper concern that obtained three term 
loans, totaling $11.000.000, between 1935 and 1937.1?) Other corporate 
borrowers such as Celanese Corporation! Brooklyn & Queens 
Transit! and Virginia Railway‘! were also among the so-called 
independent concerns that were free to borrow from whichever bank 
that offered the most favorable terms. The entry into the loan market of 
these non-affiliated corporations induced participation in term lending 
by a broader range of banks. 

The temporary recovery of the bond market in the mid- 1930s, 
coupled with the active bond purchases by the large life insurance 
companies, also contributed to the deconcentration of term lending. The 
improvement of the bond market after 1934 permitted many 
corporations that had received large term loans from the major banking 
powers in 1930-33 to repay these loans with funds derived from new 
bond issues. Thus Anaconda Copper Mining, which received а 
$70.000,000 term loan in 1932, liquidated the loan with a new bond 
issue in late 1935.9 United Gas paid off its $21,500.000 term loan in 
1936 in the same way.) At the same time, the three oil companies— 
Socony Vacuum, Tidewater Associated Oil, Consolidated Oil—which 
obtained large term loans from syndicates headed by the major banks in 
1935-6, repaid their loans by floating bonds shortly afterwards. The 
liquidation of these large loans, in which the major New York City 
banks were the main participants, greatly reduced the overall share of 
these banks in outstanding term loans. 
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Despite the wider loan distribution, still only a small fraction of all 
commercial banks participated in term lending. Of the 15,000 
commercial banks in the country in 1937,22 only 50-60, or less than 
0.5%, had a share in the $360,000,000 term loans of $1,000,000 or 
more. And the three major banking powers, despite their declining 
share of aggregate term lending, still maintained their leadership even 
in a number of the large syndicates formed to finance the non-affiliated 
corporations such as Schenley Distillers, Distillers Corp.-Seagram, and 
Crown Zellerbach. Furthermore, a large proportion of the funds 
obtained by the borrowers to repay their loans from the major banks 
was derived from bond issues sold to life insurance companies closely 
affiliated with the banks.2? 

The years between 1938 and 1941 were marked by a resurgence in 
the concentration of term lending. The resurgent concentration centered 
on six banks: Chase, National City, and four of the Morgan-First 
National group: J.P. Morgan & Co., First National Bank, Guaranty 
Trust, and Bankers Trust. Of the $2,160,000,000 term loans outstanding 
in 1940, the three banking powers held 32% of the total amount— 
Morgan-First National 13%, Chase 13%, and National City 6%. 
Together with four other banks—Central Hanover Bank & Trust, First 
National Bank of Chicago, First National Bank of Boston, and Union 
Trust—they accounted for 46% of the loans. This amount, however, 
does not include the term loans made by these banks to independent oil 
operators. If loans to that sector were taken into account, the share of 
the ten banks in the total loans outstanding would be much larger.(4) 

The major bank's dominance in term lending was even more 
pronounced in the larger loans.'25) Of the 55 term loans of $10,000,000 
or more made in 1938-41, two-thirds of the total amount was provided 
by the three dominant powers. The four Morgan-First National banks 
had a 25% share, Chase alone accounted for 24%, and National City 
Bank of New York had an 18% share. Together with Central Hanover 
Bank & Trust, First National Bank of Chicago, and Union Trust of 
Piusburgh, the nine banks accounted for 80% of the loans. In only one 
of these 55 large loans—a $12,000,000 loan made by 11 Philadelphia 
banks in 1940 to finance Cramp Shipbuilding Co.—was none of the 
nine leading banks a participant. 


Table 2-6: Term loans made by banks to corporations affiliated with the 3 banking interests in 1938-40 


Year Amount Outstanding(1940) Participants 
Morgan-First National 
General Motor Accept. Corp. 1939 $30,000,000 $30.000.000 J. P. Morgan, 
(5-yr) First National Bank (NY) 
5 others 
General Motor Accept Corp. 1940 10,000,000 10,000,000 First National Bank (NY) 
(10-уг) Chase National Bank 
National City Bank 
New York Centra! В.К. 1938 25,000,000 25,000,000 First National Bank (NY) 
(2-yr) Guaranty Trust 
National City Bank 
3 others 
Southern Pacific R. R. 1938 20,000,000 20,000,000 Guaranty Trust 
(2-yr) First National Bank (NY) 
others 
American Can 1939 10.000,000 10,000,000 First National Bank (NY) 
(10-yr) 
American Rad. & ST. San. 1939 8,000,000 7.000,000 First National Bank (NY) 
(1942-49) J, P. Morgan & Co. 
First National Bank (NY) 


1 other 


Table 2-6 (continued) 


Year Amount Outstanding(1940) — Participants " 
International Tel. & Tel. 1938 5.000.000 5.000.000 Ј. Р. Мограп & Со. 
(10-уг) National City Bank 
3 others 
Cities Service Oil (Del)* 1938 25,000,000 23,750,000 Guaranty Trust 
(5-yr) Chase National! Bank 
Ceniral Hanover BK. & T. 
American Tobacco* 1939 24,000,000 20,000,000 Guaranty Trust 
(due 1945) Chase National Bank 
National City Bank 
2 others 
Total (9 borrowers) $157,000,000 — $150.750,000 
Rockefeller (Chase) 
Standard Oil (Calif) 1940 25,000,000 25,000,000 Chase National Bank 
(1943-48) National City Bank 
6 others 
Standard Oil (NJ) 1940 21,000,000 21,000,000 Chase National Bank 
(1945-47) National City Bank 
Pan-American Pet. & Tr. 1938-40 — 16,500,000 16,500,000 Chase National Bank 


Bankers Trust 


Table 2-6: Term loans made by banks to corporations affiliated with the 3 banking interests in 1938-40 


Year Amount Outstanding(1940) ^ Participants 
Morgan-First National 
General Motor Accept. Corp. 1939 $30,000,000 $30,000,000 J. P. Morgan, 
(5-yr) First National Bank (NY) 
5 others 
General Motor Accept Corp. 1940 10,000,000 10,000,000 First National Bank (NY) 
(10-yr) Chase National Bank 
National City Bank 
New York Central R.R. 1938 25,000,000 25,000,000 First National Bank (NY) 
(2-уг) Guaranty Trust 
National City Bank 
3 others 
Southern Pacific R. R. 1938 20,000,000 20,000,000 Guaranty Trust 
(2-уг) First National Bank (NY) 
others 
American Can 1939 10,000,000 10,000.000 First National Bank (NY) 
(10-yr) 
American Rad. & ST. San. 1939 8.000.000 7,000,000 First National Bank (NY) 
(1942-49) J. P. Morgan & Co. 
First National Bank (NY) 
1 other 


Cr 


Table 2-6 (continued) 


International Tel. & Tel. 


Cities Service Oil (Del)* 


American Tobacco* 


Total (9 borrowers) 


Rockefeller (Chase) 


Standard Oil (Calif) 


Standard Oil (NJ) 


Pan-American Pet. & Tr. 


Outstanding(1940) — Participants 


Year Amount 

1938 5,000,000 5,000,000 
(10-yr) 

1938 25,000,000 23,750,000 

(5-уг) 

1939 24,000,000 20,000,000 
(due 1945) 
$157,000,000 — $150,750,000 

1940 25,000,000 25,000,000 
(1943-48) 

1940 21,000,000 21,000,000 
(1945-47) 

1938-40 — 16,500,000 16,500,000 


J. P. Morgan & Co. 
National City Bank 

3 others 

Guaranty Trust 

Chase National Bank 
Central Hanover BK. & T. 
Guaranty Trust 

Chase National Bank 
National City Bank 

2 others 


Chase National Bank 
National City Bank 
6 others 

Chase National Bank 
National City Bank 
Chase National Bank 
Bankers Trust 


Table 2-6 (continued) 
Year Amount Quistanding(1940) — Participants 


National City Bank 
Guaranty Trust 


Ohio Oil 1940 14,000,000 14,000,000 Chase National Bank 
(10-yr) 

Standard Oil (Ohio) 1940 4,000,000 4,000,000 Chase National Bank 
(8-уг) 

Intemational Paper 1939 19,187,000 19.187.000 Chase National Bank 
(1941-45) Bankers Trust 

First National Bank (Bost) 
Total 592.000.000 $89,687,000 
National City 
Anaconda Copper 1939 35,000,000 35,000,000 National City Bank 
(1941-45) Guaranty Trust 
-— Chasc National Bank 
Grand total $284,000,000  $275,437,000 


Remark: The Morgan-First National also headed a $50,000,000 3-year loan to U.S. Steel Corp. in 1938 but the loan 
was repaid in the same year 
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A similar concentration characterized loans of $5,000,000 to 
$10,000,000. Of the 15 loans in this range made in 1939, the Morgan- 
First National group, Chase, and National City accounted for 74% and, 
together with Central Hanover and First National of Chicago, for over 
80%. 

The renewed dominance of the three major banking powers after 
1937 reflected in part the change in the pattern of corporate affiliations 
of new borrowers. Many corporations that entered the loan market in 
this period were large corporations that were members of or closely 
connected with onc of the three major interest groups. Between 1938 
and 1940, seven corporations of the Morgan-First National group 
obtained a total of $148,000,000 in term loans. Three corporations 
alone-U. S. Steel (liquidated in 6 months), New York Central, and 
General Motors Acceptance-received loans totaling $105,000,000. The 
other corporations were Southern Pacific R.R.($20,000,000/two-year), 
American Can ($10,000,000/ten-year), American Standard & Sanitary 
($8,000,000/seven-year), and International Tel. & Tel.($5,000,000/five- 
year).(26) All of these loans were financed by loan syndicates headed by 
Morgan-First National banks, which provided 50%-100% of the 
financing in each case. In addition, Guaranty Trust headed two large 
loans for corporations closely connected with the Morgan-First 
National interest-a $25,000,000 five-year loan to Cities Service Oil in 
1938 and a $24,000,000 five-year loan to American Tobacco in 
1939.27 Guaranty Trust’s participation in the two loans exceeded 
$20,000,000. 

Similarly, five oil companies of the Rockefeller interests also 
obtained large term loans in 1938-40: Standard Oil Co. Of New Jersey 
($21,500,000), Standard Oil Co. Of California ($25,000,000), Ohio Oil 
($14,000,000) Pan-American Petroleum & Transport ($15,000,000), 
and Standard Oil Co. of Ohio ($9,500,000). Including the $13,000,000 
term loan to International Paper, Rockefeller corporations received 
$98,000,000, over 50% of which was provided by Chase аіопе.(29) 
Another $23,500,000 in term loans was received by corporations 
closely affiliated with the Rockefeller interests (Wisconsin Electric, 
$15,000,000; Kansas Power & Light, $8500,000); Chase played a 
dominant role in this financing as well. Few corporations of the 
National City group received term loans during this period; but the 
Anaconda Copper Mining did contract a $35,000,000 five-year loan in 
1939 in which National City had a dominant share. In total, the term 
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loans received by 16 corporations connected with the Morgan-First 
National, Rockefeller, and National City interest groups in 1938-40 
totaled $284,000,000. As of 1940, the loan balance of these term loans 
totaled $275,000,000, 21% of the net increase in term loans made by all 
banks іп 1938-40. 29) 

The share of the three major powers іп the loans was further 
enhanced by increasing collaboration among the three major powers in 
making the loans. Though the three powers financed some loans alone, 
the usual practice was to give the other two powers a share in the loan 
syndicate formed under its sponsorship. Thus, Chase and National City 
were important members in most of the large syndicates managed by 
Morgan-First National interests, such as those for U.S. Steel, General 
Motors Acceptance Corp., New York Central, and American 
Tobacco.9° Chase, in turn, allotted the Morgan-First National interests 
and National City a share in the loans it sponsored, among them those 
for International Paper & Power, Safeway Store, and Ohio Power. 
Chase, as we shall see later, also accorded National City, though not 
Morgan-First National banks, a substantial share in loans to Standard 
Oil companies. National City, in return, gave Guaranty Trust and Chase 
a share in its loan to Anaconda Copper. Risk distribution was often 
cited as the reason for a bank to include other banks in loan syndicates 
under its sponsorship. The real reason for the reciprocity among the 
three major powers, however, was to prevent competition among 
themselves and thereby to preserve their dominant position against 
outsiders.) 

The fact that large corporations not affiliated with the three major 
powers also become increasingly dependent on these powers for capital 
supply also contributed to the loan concentration. This is evidenced in 
part by the overwhelming proportion held by the three powers in the 55 
term loans of $10,000,000 or more made in 1938-41. Four of these 
loans were headed by one of the three powers for corporations that had 
no previous connection with these powers. These included the loans to 
Commercial Investment Trust($52,000,000), Reynolds Tobacco 
($20,000,000), B. F. Goodrich ($18,000,000), and Safeway Store 
($14,000,000). Also, many corporations that borrowed between 
$5,000,000 and $10,000,000 from syndicates headed by one of the 
three powers in the same period, such as Rayonier ($6,500,000), Pacific 
Finance ($8,000,000), and Gayland Container ($5,000,000), were also 
previously unconnected to the major banking powers.©2) 
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Changing conditions in the capital market had greatly increased the 
financial dependence of such corporations on the three major banking 
powers. In the first place, the increasing concentration of banking 
resources during the 1930s had greatly reduced the number of banks 
that could readily supply the large term loans they required.) Second, 
a close relationship with a major banking power not only enabled these 
borrowers to obtain the funds needed but also assured them of the 
continuous financial support in the future. Third, many of the main 
competitors of these corporations were closely affiliated with one of the 
three powers. The arch-competitors of Commercial Investment Trust, 
Bethlehem Steel, and Reynolds Tobacco—General Motor Acceptances 
Corporation, U.S, Steel, and American Tobacco—were already 
affiliated with the Morgan-First National interests. A close financial tie 
with one of the two other banking powers would therefore place these 
concerns in a better competitive position against their powerful rivals. 
Lastly, as we shall see in the next section, a close relationship with the 
major powers had become even more important due to their growing 
influence over the other financial sectors.4) 

Even corporations affiliated with the major regional banks relied 
more and more on the three major national powers for the supply of 
capital after the early 19305.(35 The Mellon group, which had supplied 
the major portion of the financial needs of Mellon companies in the 
early 1930s, became dependent on Wall Street (particularly the 
Rockefeller group) for the financing of its companies. First National 
Bank of Chicago increasingly required the aid of the three major 
powers in making its large loans. And, after the mid-1930s, the task of 
financing the major Cleveland concerns had been completely taken 
over from the Cleveland group by Morgan-First National and 
Rockefeller. The influence of the three major powers over these 
regional powers, as over non-affiliated corporations, grew in proportion 
to the concentration of the country's financial resources on them. A full 
appreciation of the financial dominance of the three major banking 
powers, however, requires an account of their increasing influence over 
the other financial sectors. 


Table 2-7: Percentage Distribution of Total Assets of Main Groups of Financial Intermediaries 


Group 1900 1912 1922 1929 1933 1939 
uu ————————————ÁJJ'YJ— —— LL 
1. Banking System 65.6 63.4 60.4 48.9 47.4 48.7 
1. Federal Reserve Banks - - 5.3 3.3 5.1 9.4 
2. Commercial banks 52.8 53.5 48.2 39.6 33.5 32.7 
3. Mutual savings banks 12.8 9.8 6.7 5.9 7.8 5.9 
4. Postal savings system E 0.1 0.1 0.1 0.9 0.7 
IL Insurance 11.9 13:7 12.0 15.0 21.1 21.1 
1. Private life insurance companies 92 10.8 8.8 10.5 15.2 144 
2. Fraternal insurance organizations 0.1 04 0.5 0.5 0.7 0.6 
3. Private noninsured pension funds 5% T 0.1 0.3 0.5 0.5 
4. Federal pension, retirement, and social - oe 0.1 0.6 1.6 2.3 
security 
5. State and local funds 0 0 0.1 0.3 0.6 0.8 
6. Fire and marine insurance companies 22 1.9 1:7 1.8 1.6 ].4 
7. Casualty and miscellaneous insurance 04 0.6 0.7 1.0 0.9 1.0 
companies 


8. Savings bank life insurance departments - 0 0 0 0 0 


Table 2-7 (continued) 


Group B 1900 — 1912 1922 1929 1933 1039 
Ш. Miscellaneous Financial Intermediaries 26 24 4.6 92 10.0 11.1 
1. Savings and loan associations 2.6 2.3 2.8 44 45 23 
2. Credit unions а ss 0 0 0 0.1 
3. Investment companies " 0.1 1.8 0.8 0.8 
4. Land banks - . 1.0 1.2 1.4 1.2 
5. Government lending institutions = 0.1 0.7 0.2 2.1 4.8 
6.Sales finance campanies T" А 1.2 0.7 11 
7. Personal finance companies 6 Я 0.2 0.2 0.3 
8. Factors А - - 0.1 0.1 0.1 
IV. Personal Trust Departments 15.8 17.2 183 17.9 18.2 17.3 
Total, standard definition 95.9 96.7 954 91.0 96.6 98.0 
1. Mortgage companies 10 09 0.6 0.5 0.3 0.2 
2. Security brokers and dealers 32 25 21 60 1.8 1.0 
3. Investment holding companies А T T 26 1.3 0.8 
Total, broad definition 100.0 100.0 100.0 100.0 100.0 100.0 


Source: R.Goldsmith, Financial Intermediaries in the American Economy since 1900, 1958, pp. 75-6. 
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NOTES 


1. Moody's Public Utilities, 1931; Commercial & Financial Chronicle, 
January 15, 1938. 

2. FTC, Utility Corporation, No. 83, p.1847. 

3. Moody's Industrials, Supplement, November 16, 1932; Listing 
statement of Anaconda Mining Co. to New York Stock Exchange, 1935. 

4. The amount does not include term loans to independent oil operators. 

5. Under the National Banking Act, a national bank is not permitted to 
loan more than 10% of its capital and surplus to a single borrower. In some 
states, including New York and Illinois, state banks can loan to a borrower up 
to 2596 of its capital and surplus. 

6. For a discussion of this subject, see Go, Tian Kang, "Financial 
Concentration in the United states during the Great Depression, 1929-33," 
Research Paper No. 4, Institute of Business Research, Chuo University, March 
1986. 

7. lbid. See the report of a vice-president of Chase to A. Wiggin, 
governing chairman of Chase, on the reason for making the $30,000,000 loan to 
Continental Share. 

8. The figure is derived from the financial statements of all listed 
corporations that appear in the 1937-38 issues of Moody's Manuals, Industrials, 
Public Utilities, Railroads, and Banks-Insurance. 

9. Manufacturers trust's name did not appear in the American & Foreign 
Power loan syndicate in 1930 nor in the United Gas Corporation loan syndicate 
in 1933. The bank's term loans in 1937 included Lehigh Valley R.R 
$5,000,000, Distillers Corp-Seagram $2,000,000, and Brooklyn Queen Transit 
$1,000,000. 

10. The two loans held by Central Hanover Bank & Trust in 1933 were a 
$2,400,000 participation in the American & Foreign Power loan and a 
$2,500,000 participation in the United Gas Corporation loan. In 1937, the 
bank's term loans exceeded $18,000,000 and consisted of the followings: Tri- 
Continental Co. $6,000,000, Virginia Railway $4,300,000, Western Union 
$3,000,000, Capital Administration $1,600,000 , American Water Works & 
Electric $1,200,000, American & Foreign Power $1,360,000, Barnsdall Oil 
$800,000. 

11. See chapter I. 

12. Moody's Industrials, 1937. Also, National Resources Committee, The 
Structure of American Economy, 1939, pp. 309-14. 
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13. Moody's Industrials, 1938; Listing Statement of Crown Zellerbach to 
New York Stock Exchange (A-10837). 

14. Moody's Industrials, 1938. 

15. Moody's Public Utilities, 1937-38. 

16. Moody's Railroads, 1937-38. The Virginia Railway had been formerly 
dominated by H. H. Rogers, but the estate of H. H. Roger sold most of its 
stockholding to Koppers Co.(Mellon interests) in 1937 (Moody's Railroads, 
1937). 

17. For details on the rescue loans made by the banks in 1930-31, see Go, 
Tian Kang, ibid. 

18. Listing Statement of Anaconda Copper Mining Co. to New York Stock 
Exchange, 1935. 

19. Moody's Public Utilities, Supplement, July 22,1936. 

20. Moody's Industrials, 1936-38. 

21. Not only were term loans obtained in the early 1930s repaid with bond 
issues but a number of large demand loans made in 1930-31 were also 
liquidated in the same way. These included the large loans to Northern Natural 
Gas ($16,000,000), New York Central ($66,000,000), and Cleveland-Cliff Iron 
($22,000,000). 

22. Statistical Abstract of the United States, 1941; Moody's Banks- 
Insurance, 1937-38. 

23. Socony Vacuum, for instance, repaid its $27,000,000 loan with part of 
the funds which it derived from selling a $75,000,000 bond issue to a group of 
5 life insurance companies which consisted of Metropolitan Life ($30,000,000), 
Prudential Insurance ($15,000,000), New York Life($10,000,000), Equitable 
Life($10,000,000) and Mutual Life ($10,000,000). 

24. There are no public records showing the amount of term loans made by 
commercial banks to independent oil operators, but the amount was said to be 
substantial (especially from banks in the Midwest). First National Bank of 
Chicago, for instance, had $40,000,000 in term loans to independent oil 
operators in 1941(U.S.Congress, ibid, pp. 531-2). 

25. For a detailed account of the concentration of term loans in 1938-41, 
see the following chapter. 

26. International Telephone & Telegraph Co. also received a $ 10,000,000 
10-year loan from the Import & Export Bank in 1938 together with the 
$5,000,000 term loan from the five banks. 

27. Commercial & Financial Chronicle, July 23, 1938, October 14, 1939. 

28. For details, see the following chapter. 
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29. The net increase in bank term loans (loans for one year or more) from 
1938 to 1940 was estimated at $1,335.000,000, including loans to independent 
oil operators (Jacoby and Saulnicr, ibid., p.30). 

30. For details on the close collaboration among the three banking powers, 
see chapters 4, 5 and 6. 

31. This was shown by the fact that the other banks were generally 
excluded by the major banks from the important loan syndicates. 

32. For details, sce chapters 4, 5 and 6. 

33. Sce Table 2-4. 

34. A full discussion of this point appears in chapters 5 and 6. 

35. For details on the increasing dependency of regional banking powers 
on the three major banking powers, see chapters 4 and 8. 


CHAPTER 3 
Re-institutionalization of Corporate 


Debt Issues 


The late 1930s saw the major New York City banks exert an increasing 
influence over the other financial sectors through their close 
relationship with the big life insurance companies and the leading 
securities underwriters. This relationship, in turn, reinforced the bank's 
dominant position in the short-term and medium-term capital market. 

Even before the depression, the five largest life insurance 
companies—the "Big Five"—had been closely related to the major 
New York City banks through interlocking directorates and through 
investment by the insurance companies in securities sponsored by the 
banks or their securities affiliates. Following the merger of Chase 
National Bank and Equitable Trust in 1930, the Big Five were divided 
by their financial affiliation into two groups.) Prudential Insurance, 
New York Life , and Mutual Life continued to be affiliated with the 
Morgan-First National interests, ? while Metropolitan Life and 
Equitable Life, through their connection with Chase, were closely 
connected with the Rockefeller interests. Morgan-First National was 
also influential in the management of some smaller companies, such as 
Aetna Life, Penn Mutual Life and Sun Life (Canada), while the 
Rockefeller interests were the main depository bank of Travelers 
Insurance.) National City Bank did not have a close relationship with 
any of the big Five; but it was represented on the board of Mutual 
Life. As of 1940, the five largest insurance companies had aggregate 
assets of $16,000,000,000, far exceeding the $13,000,000,000 
combined assets of the five largest commercial banks.” 
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The big insurance companies had invested heavily in corporate 
bonds before the depression. As the depression deepened, their 
importance as an institutional investor in the bond market increased 
further.) Between 1930 and 1935, the corporate bond holdings of the 
Big Five, excluding railroad bonds, rose from $1,170,000,000 to 
$1,660,000,000. This increase accounted for 25% of the new capital 
raised by all corporations through the sale of securities during this 
period. Large purchases of new corporate bond issues by the Big Five 
continued in the following years, raising their corporate bond holdings, 
excluding railroad bonds, to $2,780,000,000 in 1938 and to 
$3,459,000,000 in 1940.10 

Many factors accounted for the enormous growth in corporate bond 
investment among the Big Five in the 1930s. First, the life insurance 
companies were the only financial institutions whose assets had 
increased without interruption during the depression. In 1931-33, while 
all types of savings suffered a total loss of $6,856,000,000, life 
insurance assets recorded a net increase of $1,306,000,000.(1) As a 
result, life insurance assets, which continued to enjoy a relatively stable 
influx of funds after 1933, accounted for 14.496 of all financial assets in 
1939. up from 10.5% in 1929.2 Moreover, the increase in insurance 
assets was accompanied by a further concentration of the assets on the 
larger companies. The share of the Big Five in insurance assets, which 
was 51.7% in 1928, rose to 53.7% in 1940.09 Burgeoning assets 
enabled the large insurance companies to assume an increasingly 
important role as institutional investors at a time when the major banks 
were still holding many large loans made in 1930-33 and the bond 
markai was the main source of capital supply due to the sluggishness of 
the stock market 9 

The aggressive investment of the Big Five in corporate bonds was 
also due, in part, to the lack of other profitable investment options after 
the eariy 19305. Without exception, insurance companies had suffered 
heavy losses on mortgage loans after the onset of the depression. 19 the 
meetgage loan market, moreover, had, contracted sharply after 1929. 

Az the same time, U.S. Government bonds. the most important 
tavestment item for life insurance companies in the early 19305, 
gradually lost their attractiveness as yields declined steadily in the mid- 
1930s" T Insurance companies in general. and the Big Five in 
parücclar. were under pressure to seek new investment outlets for their 
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growing assets and corporate bonds were the most promising 
investment vehicle.” 

More important still in shaping the investment policies of the Big 
Five were the strategic demands of the two major interest groups to 
which they belonged. The purchase of two large bond issues (totaling 
$38,000,000) by Metropolitan Life and Equitable Life from Gulf Oil in 
1934-35, for instance, was made with the specific objective of rescuing 
the distressed oil company, thereby enabling the Rockefeller interests to 
enhance its influence over Mellon interests in the oil industry. (9 And 
the heavy investment in oil debentures by Metropolitan and Equitable 
after 1936, together with their enormous purchase of utility bonds, can 
only be interpreted in terms of the Rockefeller strategy of using the vast 
resources of the two financial institutions to consolidate their dominant 
position in the energy sector, a strategic aim that displaced strictly 
economic criteria in determining the investment policy of the two 
companies,' Similarly, the three major insurance companies of the 
Morgan-First National groups— Prudential Insurance, New York Life, 
and Mutual Life—would not have concentrated their new investments 
on issues of United Corporation group, American Telephone & 
Telegraph, General Motor Acceptance Corp., and American Tobacco in 
the mid-1930s (Table 4-8) had it not been imperative for the Morgan- 
First National interests to maintain its leadership in the financing of 
these сотрапіеѕ.20 That the securities investment policies of the Big 
Five were strongly influenced by the strategic demand of the two major 
interest groups is also evidenced by the fact that the shares of the five 
companies in the industrial bond holdings increased from 75.4% in 
1930 to 87.096 in 1938, far exceeding the increase of their share in total 
insurance assets in the same period (59% to 62%).2!) 

With the increase in banks' term lending and the insurance 
companies' investment in corporate bonds, a close collaboration 
between banking and insurance powers evolved in the late 1930s . The 
major banks and big insurance companies divided industries into two 
groups, one group to be financed by either banks or insurance 
companies alone, the other to be financed by both jointly. The banks 
took over the financing of industries that borrowed heavily on a short- 
term or medium-term basis, while the life insurance companies 
supplied the capital needs of those that relied primarily on long-term 
financing. Industries such as distilling, tobacco, and copper mining 


Table 3-1: Distribution of assets of life insurance companies (in millions of dollars) 


1925 1930 1935 
Amount % Amount 9b Amount 
Government Securities 1,308 11.3 1.502 8.0 4,727 
U.S. Gov't 624 54 319 1.7 2,853 
local Gov't 530 4.6 1,023 5.4 1,685 
Foreign Gov't 154 1:3 160 0.9 189 
Corporate Bonds 3,022 26.2 4,929 26.0 5314 
Railroad 2,238 19.4 2,931 15:5 2,625 
Public Utilities 687 6.0 1,631 8.6 2,114 
Miscellaneous 97 10.8 367 1.9 575 
Stocks 81 0.7 519 2.8 583 
Mortgages 4.808 41.7 7.598 40.2 5,357 
Real Estate 266 2:3 548 2.9 1,990 
Policy Loans 1,446 12.5 2,807 14.9 3,540 
Misc. Assets 604 5.3 977 5.2 1,705 
Total 11,538 100.0 18,880 100.0 23,216 


Source: Institute of Insurance, Life Insurance Fact Book, 1943. 


% 
204 


12.3 
7.3 
0.8 

22.9 

11.3 

19.1 
2.5 
2.5 

23.1 
8.6 

15.2 
73 


100.0 


1940 
Amount 
8.447 
5,767 
2,392 
188 
8,645 
2,830 
4.273 
1.542 
605 
5,972 
2,065 
3,091 
1,977 
30,802 


% 
27.5 
18.7 

7.8 

1.0 

28.1 

9.2 
13.9 
5.0 
2.0 
19.4 
6.7 
10.0 
6.3 
100.0 


Table 3-2: Shares of major life insurance companies in life insurance assets (in millions of dollars) 


Metropolitan Life 
Prudential Ins. 
New York Life 
Equitable Life 
Mutual Life 
"Total (Big-5) 
Northwestern 
Travelers 

John Hancock 
Mutual Benefit 
Aetna Life 


Total (10 cos) 


1928 1933 
2.695 16.9% 3,861 
2,029 12.7 2,835 
1,535 9.6 2,011 
1,076 67 1,521 

927 5.8 1,120 
8,262 51.7% 11,348 
839 5.3 998 
554 3.5 681 
496 3.1 656 
517 3.2 570 
382 24 449 
11,050 69.2% 14,702 


1940 
18.5% 5,358 
13.6 4,264 
9.6 2,870 
23 2,564 
54 1485 
54.3% 16,541 
48 1,358 
3.3 1,098 
34 1,054 
21 751 
21 716 
70.0% 21.518 


Sources: Life Insurance Fact Book; New York Insurance Report (1929-41) 


17.4% 
13.8 


Table 3-3: Industrial bonds acquired by Equitable Life Assurance Society through direct placement in 1936-38 


% in Co's 
Year % in bond Joint industrial bond 


acquired Amount issue purchasers holdings in 1938 


Petroleum 


Socony Vacuum Oil * 1936 $10,000,000 14.3 Metropolitan 3.3% 
deb. 1955 304 3 others 

Consolidated Oil Corp. * 1938 25,000,000 100 - 8.3 
deb. 1950 32/8 

Gulf Oil Corp. 1938 25,000,000 50 Metropolitan 8.3 
deb. 1953 27/8 

Shell Union Oil Corp. 1938 25,000,000 100 - 8.3 
deb. 1953 3°/g 

Ohio Oil * 1938 14,000,000 67 Chase National 4.6 
deb. 1953 31/4 

Sun Oil 1938 12,000,000 100 - 4.0 
deb. 1948 27/8 

Pan-American Pet. & T. * 1938 5,500,000 Chase National 1.8 
note 1939-50 33/4 

Standard Oil of Ohio * 1938 5,000,000 100 - 1.7 


deb. 1948 31/2 
Total (8 issues 121,500,000 40.3% 


Table 3-3 (continued) 


% in Co's 
Year % in band Joint industrial bond 
acquired Amount issue purchasers — holdings іп 1938 
Gas 
Cities Service Gas 1938 10,000,000 50 Metropolitan 33 
1947-54 33/4 
Others ($2,000,000 or more) 
R. J. Reynolds Tobacco 1938 20,000,000 100 - 6.7 
notes 1940-9 2.45 
U.S. Rubber 1938 14,000,000 35 Metropolitan 4.6 
deb. 1958 4!/4 2 others 
Pillsbury Floor Mill 6,000,000 100 - 20 
deb. 1953 32/4 
Bendix Airation Corp. 1938 3,000,000 100 - 1.0 
deb. 1948 31/ 
Celanese Corp. 1938 3,000,000 E 1.0 
deb. 1950 42/4 
Addressograph Muitigraph 1938 2,500,000 100 - 0.8 
deb. 1953 37/8 
Crown Cork & Seal 1938 2,500,000 - 0.8 


deb. 1948 4/2 


Table 3-3 (continued) 


% in Co's 
You Ф in hond Joint industrial bond 
nequited Amount issue purchasers — holdings in 1938. 

Ahhotts Dairies 1938 2,000,000 100 . 0.6 
deh, VAM 35/5 
une [Prenn ШИ 2,000,000 100 - 0.6 
eh 144 4 
Devin: де Waynilla їон 2 400,000 100 0.6 
deb: ISA 

pani total (UC Т TRA, AK 000 63.1 


ишге New York ham e Мерит, PHA 19, Moody's Industtials, amd others, 
Кепшшк: цина hd owed n $20,000,000 Gall Oil Corp, of Pennsylvania since 1935, The 
hie Мини reunited at lower interest pte and the amount lnereaxed to $25,000,000 in 1938, 


"Table 3-4: [ndustrial hands jomily purchased by Metropolitan Life insurance Co. and Eqaitable Life Assurance Society between 1917-41. 


Yer 
pu Metropoltar Squitahle Life Fol the 
ише chased Tem — Amore of isive іеі Соф AwSee 3 Сз Other panicipants 
American Сузпмт3 1937 за 1957 6,000,009 30000 500 3000 оо оо о 
V, S, Rubber 1935 sas 1958 45,000,000 70,000.07 ^4 14000000 из 155 Padenual He. 10,000,000 
U S. Robber Pension Fund 
1,091,000 
Gul! Oil wa ru 1953 56.00.09 1500000) En] 25100 000 юл ma 0 
Cities Service Са 1932 Pie 1047.54 20.000.000 10,000,000 ©з 1000000 $00 "00 о 
Noreen Net. Сез 190 thus 1954 16,000,009 5,400,000 Уз 26000 n5 303 Prudential Ens. 3.000.000 
‘Travelers Ins. 2,400,000 
Sin Lfe(Camda] 1.000.000 
Loew's Theare & 1939 gm 0994 1.250000 52900 555 5000 — 44 о 0 
Realty 
Commercial Credi Co н» tlus 1949 36,000,000 40,020,000 зз охоо 33 667 Prudential Ins, 5.000.000 
Мышша Life 5.000,00 
Naucna Gypsum 194) э; 5:5 4,000,000. 2,760,000 46.9 236006 460 920 Manulacture Lite (Canada) 
120,000 
Мас. Мизи} Life 360,00 
Tidewarer Ast, Oli ma Pus 1995 21,150,000" 00200 465 11250000 52 jo а 
America Revling Mill юй k 1980 10,000,000 5,900,000 EI 5200000 500 100 0 
Јпитваротзі Poper юл Xe 1956 26,500,000 9,000,000 409 123000 22 $72 Jeba Hancock M. L 
3,500,000 
Mass. Mutaal Life 1,300,000 
Toul $106.410,000 3102110000 


* Including 5 5,000,000 serial nates notes but excluding $ 14,350.00 serial notes purchased by banks. 
War orka: All purchater effected through direct placement unlecc othar wice roted 


Table 3-5 Distribution of public utility bond holdings of Prudential Insurance Co., New York Life, and Mutual Life 
(1941) 


% of % of % of 
Prudential utility Mutual utility New York utility 
bonds bonds bonds 
"RN owned owned awned 
Bell System $111,675.000 25.5 $72920000 312 $122,512,000 328 
United Corporation group 132,740,000 30.3 42,233,000 18.0 50,826,000 13.6 
Columbia Gas & El. System 
Commonwealth & South System 
Niagara Hudson Power System 
Public Service af NJ System 
United Gas Improvement System 
Ebasco (Electric Bond and Share) 17,289,000 40 13,788,000 5.9 13,998,000 3.8 
group 


American Cas & Elec. System 
American Power & Light System 
Electric Power & L:ght System 
National Power & Light System 


American & Foreign Power System 


Table 3-5 (continued) 


% of % of hof 

Prudential utility Мота! utility New York utility 

bonds bonds bonds 

owned owned owned 
Commonwealth Edison System 36,446,000 8.3 13,257,000 53 17,767,000 4.8 
Consolidated Edison System 34,621,000 79 10,660,000 46 12,928,000 3.5 
North American System 9.132000 21 2,355,000 10 2,339,000 0.7 
Standard Gas & Elec. System 10,001,000 23 6,660,000 2.8 9.344.000 25 
United Light & Power System 11,495,000 26 1,310,000 0.6 9,175,000 25 
Others 75,151,000 171 70,926,000 30.1 134,007,000 358 

Total $438,550,000 — 100.09 — $234,089,000 100.0% — $372,395(000 100.0% 


Source: Annual Reports 10 Insurance Department, 1941, 


Table 3-6 Bonds of American Tel. & Tel. Co. and subsidiaries owned by major life insurance companies 


1934 1941 
Amount % of public % of Co's Amount % of public %of Co's 
utility bonds assets utility bonds assets 
owned owned 
Prudential Ins. $39,412,000 11.7% 1.3% $111.675,000 25.5% 2.5% 
New York Life 33,555,000 21.1 1.6 122,514,480 " 328 41 
Mutual Life 18,610,000 199 1.6 72.930.000 31.2 47 
Metropolitan Life 41,070,000 10.9 1.0 164,487,000 ? 20.5 2.9 
Equitable Life 2,330,000 1.6 0.1 29,316,611 5.1 11 
Travelers 36649000 74 0.5 16,700,000 16.2 14 
Aetna 4672000 73 1.0 1,686,000 9.1 1.5 
John Hancock 6,253,000 8.9 0.9 25,699,000 6.6 22 
New England Mut 3220000 02 1.0 21,257,000 17.7 39 
Northwestern Mut 488.00 13 ® 05 11,569,000 58 0.8 
Mutual Benefit 985,000 __30 02 22,864,000 14.1 29 


Total $1 58,643,000, | $610,698,091 


Table 3-6 (cantinued) 


Sources: Poor's Insurance Holdings; annual reports of respective companies to the Insurance Departments, 
1941; Moody's Public Utilities, and others. 

(1) includes $3,885,000 of American Tel. & Tel. Convertible bond, (2) includes $19,025,000 of 
American Tel, & Tel. convertible bond, (3) % of total bond holdings. 

Remarks: The outstanding bonds and notes of Bell System were $1,038,824,000 (including $15,512,000 Am. 
Tel. & Tel. convertible bond) in 1934 and $1,481,129,000 (including $233,584,000 Am. Tel. & Tel. 
convertible bond) in 1941. As of 1941, the 5 largest insurance companies held 47.1% of the outstanding 
notes and bonds of Bel] System (excluding convertible bond) as against 13.2% in 1934. Total assets 
of Bell System in 1941: $5,893,765,919. 
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came to be financed exclusively by banks, as did the expanding aircraft 
industry after 1939. The big insurance companies, on the other hand, 
financed the telephone, chemical, and aluminum industries by 
purchasing their bond іѕѕџеѕ.(22) 

Industries financed by banks and insurance companics jointly 
included utility (power and gas), oil, steel, auto sales finance, motion 
picture, department store, and paper. The major New York City banks 
and insurance companies had cooperated with each other in financing 
some borrowers in the mid-1930s; but it was not until 1938 that this 
form of collaboration became а common practice.) In that year. seven 
large borrowers (three from the utility industry. two from oil, and one 
each from rubber and steel) were financed jointly by banks and 
insurance companies: the banks took the 1-10 year serial notes, while 
the insurance companies purchased the bonds. Four of the operations 
were carried out under the leadership of the Rockefeller interests, 
represented by Chase, Metropolitan Life, and Equitable Life; two under 
Morgan-First National sponsorship: and the last under Mellon 
leadership but with the cooperation of National City and Metropolitan 
Life. A total of $145,000,000 was raised through these seven 
operations, more than 16% of the total amount of net capital raised 
through bank term loans and new bond issues that year. 

The Rockefeller interests led in the financing of Cities Service Gas 
($35,000.000), El Paso Natural Gas ($10,000.000), Pan-American 
Petroleum & Transport ($7.000,000). and Ohio Oil ($20,000.000): 
Chase supplied 50% of the $15,000.000 bank loans to Cities Service 
Gas and took all of the serial notes in the others.9 Metropolitan Life 
and Equitable Life evenly divided the $20,000,000 Cities Service Gas 
bond issue. Of the $6,000,000 bond issued by El Paso Natural Gas, 
$2,250,000 went to Equitable and $2.000,000 to Metropolitan. 
Equitable alone bought the bond issues in the other two cases. 9? 

The Morgan-sponsored financing of Detroit Edison involved 
similar collaboration between banks and insurance companies. Bankers 
Trust headed the loan syndicate that provided $15,000,000 in seven- 
year construction notes, though its 15% share of these note was 
relatively modest and was matched by Chase.” And four Morgan- 
affiliated insurance companies purchased 50% of the $15,000,000 bond 
issue, the remaining half being purchased by Metropolitan Life.‘28) 

Collaborative purchases by banks and insurance companies of 
corporate notes and bonds continued to account for substantial fraction 
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of all new corporate issues in 1939 ($144,000,000) and 1940 
($110,000,000). The Rockefeller group played a leading role in four 
financings aggregating $64,000,000 in 1939, and in three financings 
totaling $63,000,000 in 1940.29 During these two years, the Morgan- 
First National group led in only one financing (for General Motors 
Acceptance),as did Notional City Bank (for Republic Natural Gas, in 
association with Metropolitan Life, which bought the long term 
по(еѕ).20 Outside New York, the First National Bank of Chicago led in 
a $12,000,000 borrowing by Kimberly Clark and in a $4,500,000 
borrowing by Meade Corporation.@!) The bank was associated with 
Northwestern Mutual Life in these financings, the latter purchasing the 
two bond issues that accompanied the bank loans. 92 

The dominance of the Rockefeller group in this new collaborative 
mode of financing is illustrated by the $20,000,000 borrowing by 
Safeway Store in 1941. Chase headed the syndicate that provided a 
$6,000,000 seven-year loan and itself supplied 50% of the amount; the 
remainder was divided between National City and Bankers Trust. C9? 
Metropolitan Life, Equitable Life, and New York Life bought the 
$14,000,000 bond issue, with the first two— Chase affiliated —taking 
$7,000,000 and $4,000,000 and New York Life $3,000,000, 
respectively.89 In this way, the Rockefeller group accounted for 70% 
of the total amount of the financing. 

Also instructive is the 1941 financing of Georgia Power, a 
subsidiary of Commonwealth & Southern Co., which was generally 
regarded as being within the Morgan-First National sphere of influence. 
The $120,000,000 financing consisted of a $13,000,000 eight-year loan 
and a $107,000,000 bond іѕѕие.(35) Bankers Trust headed the loan 
syndicate and , together with First National Bank (NY), $5,000,000; 
Chase had a $5,000,000 share. In the bond syndicate, however, the 
Rockefeller affiliates’ 36% share surpassed the Morgan-First National 
affiliates’ 30% share. As a result, Morgan-First National’s share in the 
total amount of the Georgia Power financing was 35% against 
Rockefeller’s 37%. 

Less often, the banks and insurance companies jointly purchased a 
single note issue. Three note issues were jointly purchased in 1939-40 
by commercial banks and life insurance companies: the $50,000,000 in 
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"Table 3-7: Participants in Detroit Edison Financing ($30,000,000, 
1938) 


Bank loan: $15,000,000 7-year 3! 96 
New York 


Bankers Trust‘! $2,250,000 
Chase National Bank 2,250,000 
United States Trust 500,000 
Outside New York 
First National Bank(Chi) 2,000,000 
Harris Trust & Sav. Bank 600,000 
Union Trust, Pittsburgh 1,000,000 
Mellon National Bank 1,000,000 
First National Bank(Bost) 1,000,000 
Second National Bank(Bost) 500,000 
Cleveland Trust 500,000 
National City Bank(Cleve) 500,000 
Nationa! Bank of Detroit 500,000 
The Detroit bank 200.000 
Manufacturers Nat’) Bank(Det) 200,000 
Philadelphia National Bank 1,000,000 
Tradesman's National Bank 500.000 
Nationa! Commercial Bank & T. 500,000 
Tota! (16 banks) 15.000.000 
Bond issue: $15,000,000 3%, 1967 
Metropolitan Life** 7,500,000 
New York Life* 3,750,000 
Prudential Ins.* 2,000,000 
Mutual Life * 1,250,000 
Penn Mutual Life * 500,000 
Total (5 ins. companies) 15.000.000 
Sources: Commercial & Financial Chronicle, July 23, 1938; Moody's Manual, 
1939. 


(1) agent bank for the bank loan. * Morgan-FNB affiliated 
** Rockefeller affiliated 
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five-year notes issued by General Motor Acceptance Corp; the 
$20,500,000 in seven-year notes issued (in two issues) by Youngstown 
Steel; and the $20,000,000 in ten-year notes issued by Bethlehem 
Steel. Seven banks and three insurance companies participated in the 
General Motors Acceptance Corp. issue, the banks taking $30,000,000 
and the insurance companies $20,000,000.97) The banks included the 
four banks of the Morgan-First National group, Chase, and National 
City. The insurance companies' purchase was equally divided between 
Morgan-First National-affiliated New York Life and Mutual Life and 
Rockefeller-affiliated Metropolitan Life. In the two steel loans, 
Equitable Life was the only participating insurance company, taking 
15% of the Youngstown Steel issues and 25% of the Bethlehem Steel 
notes. The other participants were commercial banks, headed by Chase 
and National City, and included the Morgan-First Notional Interests. G9 

The growing influence of the three major interest groups-and more 
particularly of the Rockfeller group-over the capital market extended to 
securities underwriting as well. Leading securities firms worked in 
close collaboration with the major New York City commercial banks 
and big insurance companies in supplying new capital to corporate 
borrowers, although theirs was a supplementary role. 

The Great Depression brought about a further concentration of the 
securities industry as it had done in the commercial banking and life 
insurance sectors. Between January 1934 and June 1939, six leading 
underwriters managed 57% of the total amount of corporate issues 
underwritten, a sharp increase from the 38% share held by ten leading 
underwriters for the year 1928.9) Morgan Stanley & Co., the largest of 
the six, alone managed 23.2% of the corporate issues underwritten; the 
second largest was the First Boston Corp. (10.7%),followed by Dillon 
Read & Co.(7.4%), Kuhn Loeb & Co.(6.7%),Smith Barney & 
Co.(5.1%),and Blyth & Co.(4.2%).4 The issues underwritten by 
syndicates managed by the four largest underwriters totaled 
$4,408,000,000 and accounted for 48.0% of all corporate securities 
underwritten in the same period (see Table 3-9). 

The small group of leading securities firms not only managed an 
overwhelming proportion of the securities issues underwritten but also 
accounted for a major portion of the underwriting participation. In the 
same period, eight firms, including the six leading firms mentioned and 


Table 3-8 General Motors Acceptance Corporation's notes held by major banks and life insurance companies (1940) 


Amount 
=~ outsianding % 
General Motors Асе. Corp., 1'/2%, 1944 $50,000,000 
Metropolitan Lite 10,000.000 
Mutual Life 5,000,000 
New York Life 5.000.000 
First National Bank (NY) 
ЈР. Morgan & Co. 
Guaranty Trus: 
Bankers Trust 30,000,000 
National City Bank (NY) 
Chase Nationa! Bank 
Central Hanover BK & T. 
Total 50,000,000 100% 
General Motor Acc. Corp.. 2%, 1949 50,000,000 
Mutual Life 20,000,000 
Metropolitan Life 15,000,000 
Prudential Insurance 10,000,000 
Penn. Mutual Life 4.000.000 
New England Mutual Life 1,000,000 


Total 50,000,000 100% 


Table 3-8 (continued) 


Sources: Poor's Purchases and Sales of Securities, Commercial & Financial Chronicle, July 1, 

1939, and Moody's Banks & Finance, 1941. 

Note: — General Motors Acceptance Corporation's outstanding debt in 1940 was $406,000,000, 
$287,000,000 of which consisted of discount notes. The large commercial banks in New 


York City also held a substantial amount of discount notes of the corporation, although 
the amount was undisclosed. 


Table 3-9: Amount and Percent of Registered Band and Preferred Stock and Common Stock Issues Managed by 
Selected Investment Banking Firms,! January 1934- June 1939 (amounts in thousands of dollars) 


All Issues 
Amount 


Common Stock 


Preferred Stock 
Percent 


Amount Percent Percent 


Amount 


Мограг Stanley & Co. Inc,’ $2,014,706 | 25.9 $88,280 9.2 | $38,699 8.0 $2,141,695 | 23.2 
The First Boston Corporation 937.090 |120 49.139 $3 |е | 986229 | 10.7 
Kuhm, Locb & Co. 595,833 | 7.7 1,671 0.2 | 20,497 43 618.001 6.7 
Dillon Read & Co. 572,500 | 7.4 99.171 10.3 7,969 17 679,640 74 
Smith Barney & Co.? 353,892 | 4,5 94,040 9.8 | 24,160 3.0 472,092 51 
Blyth & Co., Corporation 337,378 | 4.3 38,253 13,112 | 27 388,743 42 

Тош: 6 New York City Firms |4,811,409 |61.8 370,554 38.6 104437 212 5286,00 | 57.3 


1,970,310 
7,256,710 
13.1 {1,114,430 
62.5 [8.371.140 
37.5 | 862094 | 93 
1000 |9233:234 |1000 


14 Other New York City Firms* 1,557,000 

Total: 20 New York City Firms} 6,368,409 
18 Firms Outside New York Сну? | 1,000,132 

Total; 38 Firms 7,368,541 
All Other Firms 421,189 
All Firms 7,789,730 
Source: TNEC, Hearings, part 24, 1940, p.12991. 


279,450 | 29.1 | 133.860 
31.8 | 650,004 | 673 | 238,207 
128 | 50719 | 5.3 | 63.379 
946 [| 700,723 | 730 | 301,676 


259,872 | 27.0 | 181,233 
960,595 | 100.0 | 482,909 
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two others—Harriman Ripley and Mellon Securitics—reserved for 
themselves $3,750,000,000, or 56%, of the underwriting participation 
in the $6,700,000,000 securities issues they originated. Including the 
$600,000,000 that they shared in underwriting syndicates managed by 
others, the underwriting participation of the cight firms reached 
$4,350,000,000, and accounted for more than 40% of the total amount 
of underwriting participation.4)) 

Though some securities firms competed with the major banks and 
insurance companies to supply new capital to corporate borrowers, 
most lcading underwriters had close ties of long standing with large 
banks or were, in any event, highly dependent on the banks and 
insurance companies in their underwriting operation. Three of the five 
largest underwriters were direct offshoots of the former securities 
affiliates of the major banks which, under the Banking Act of 1933, had 
been required to divest of their investment banking function.(4? After 
their reorganizations, these three underwriting concerns maintained 
close relationships with their former banks—Morgan Stanley & Co. 
with J. P. Morgan & Co., Smith Barney & Co. with Guaranty Trust, 
and First Boston Corp. with Chase.) Morgan Stanley and Smith 
Barney, belonging to the same Morgan-First National family, also 
complemented, rather than competed with each other.) Privileged 
access to many securities issuers through their close ties with the banks 
and insurance companies and financial support from these institutions 
gave these three concerns an important competitive advantage over the 
other large underwriters. Thus Morgan Stanley headed all the 
underwriting syndicates for the major corporations of the Morgan-First 
National group, such as American Telephone & Telegraph and its 
subsidiaries, Columbia Gas & Electric, U. S. Steel, General Motors, 
and New York Central (see Table 3-10). First Boston also managed or 
co-managed all of the large underwriting syndicates in which Chase, 
Metropolitan Life, and Equitable Life were the principal institutions 
behind the бпапсіпр (5) 

The other leading underwriters did not have direct ties with the 
major financial powers, but were nonetheless dependent on them in 
their underwriting operation. In the first place, the underwriting of a 
large issue called for a considerable amount of capital, much of which 
the underwriters had to borrow from the major banks.(49 Investment 
banking firms were prohibited by the Banking Act of 1933 from 


Table 3-10: Honds purchased by life insurance compan:es from underwriting syndicates beaded by Morgan Stanley & Co. (1925-1939) (in 
thousand dollars) 


базыс 1936) — (usucd 1937) — sued 1926) 


Prudential® 
New York" 
Mutuai* 
Meirrpaliun t 
quiate" 
Хела" 
Travelers t 
Jonn Hanecck 
New Бааз 
Maas, Mutuel 
Noahwesien 
Penn Mutuale 
Mutual Benes 
теш 


413 companics) 


Magra Fall 
Powar ta 


YO 


Ceaual New 
York 
Powerin, 
1902 


532.493.000 548.64.000 


s7 
15,001 
46% 


3225 
1x6 
1x0 
7.000 
506 
1,000 
2500 
2400 


Cincinnati 
См & Ele 
3 6,1908 
$35,000,000 


3,164 
3000 
1225 
2818 
o 
452 


Consumer 
Power 314 
1939 
555,800,000 
(issued 1931) 
100 
1631 
2000 
4696 
o 
өө 


Phi adelpha Amctzcan Tel Amerem Tet Gen. Mew Standard OU 
Electric Co. кта ала Mew Yo Tel — AcceptCor.  (ND3%, 

310, 1967 3/4 1966 ala, 1961 314, 1967 3l. 1051 1961 

3140,000,000 — $/40,000,000 — $150,000,000 — $25.000,000 — 3$50,000,000 WU. 

{б\т 1936) ижа (936) — (irtuad 1936) sigsued 1937) Crowd 1996) — (immed 1016) 
9,000 9,909 TIU o 2,918 кою 
9947 Maso 16 000 2585 0 790 
3,668 3,000 3820 1630 2,000 o 
10295 10491 8900 3000 «nn ню 
1,716 11,00 3459 в 10,000 n 
LW 1,009 1000 Ls 331 0 
a 1000 400 в в в 
A300 6494 2505 1,000 o 2,500 
1400 2:00 2000 эш ° xn 
2.500 E] E a n n 
м: LI 9 9 о в 
400 2,000 3000 1250 в 1.000 
2.58. 5,000 4,000 1.216 D х 
62266 5,330 13,502 12,002 24505 12,250 

ARE. 4% 47% RE 435 BE 


* Margan-First Natonal afjilated 


** Rockefeller Вілей 


Remarks: Only $30,000,000 of the $8,000,000 bo ads uf Standard Oil Co (NJ) was uaderwcitien by the syndiecic. 


Snurces: Moody's Maauals: Poor's Purchase and Sales of Securi'ies 1936-40; Poor's Insti:uticaal Holdings, 1937-41; TNEC, part 22, 1940, рр. 12306-10. The above 10 
issues ($696,675 000) accounted for 32.5% of the total сото зп of securities ($2, 41,695,000) underwniten by syndicates headed by Morgan Stanley benween January, 


1935 and June 1939 


Table 3-11: Major participants of Wisconsin Electric Co. refinancing ($70,000,000,1938) 
Bank Loan ! ($15,000,000,3'/9s, 7-ycars) 


Chase National Bank 7,000,000 46.7% 
National City Bank(NY) 3,000,000 20.7 
First National Bank(Chi) 2,000,000 13.3 
Union Trust(Pittsburgh) 1,000,000 6.6 
Harris Trust & Sav. BK(Chi) 500,000 33 
Fidelity Union Bank (Newark) 500,000 3.3 
Marine National Exch. BK(Phil) 250,000 1.7 
Marshall & Isley(Milwakee) 250,000 t7 
Wisconsin E1. Pr. Pension Fund 500.000 3.3 
Total _ 15.000.000 100.0% 
Bond Issue ?($55,000,000,3'/s, 1968) 
Purchasers 
Rockefeller group Metropolitan Life 4.192.000 
Equitable Life 4,462,000 
"D Total 8.654.000 15.7% 
Morgan-FNB group Prudential Insurance 3,465,000 
Aeina Life 1,300,000 
Total 4.765.000 8.7% 


eae eer)... ee 


Table 3-11 (continued) 


Chicago affiliated Northwes:ern Mutual Life 6,000,000 10.9 
Others Massach. Mutual Life 3,045,000 

John Harcock Mutual Life 1,875,000 

Mutual Benefit 1,370,000 

Penn Mutual Life 1,000,000 

Provident Mutual Life 1,000,000 

Sun Life 1,000.000 

Total (11 companies) 28.709.000 52.2% 


Sources: Poor's Purchases and Sales of Securities, 1939; Repon to SEC, and other. 
1 Loan manager: Chase National Bank. 
2 Publicly offered by underwriting syndicate headed by Dillon Read & Co. 


76 American Commercial Banks in Corporate Finance 1929-1941 


engaging in deposit banking and, with the development of banking 
concentration, only a small group of powerful banks could readily 
provide large loans for this purposc. 4? Because underwriters were 
always exposed to the risk of holding a substantial amount of unsold 
securities financed with bank loan, and because the calling in of the 
loans by the banks in a declining market could seriously embarrass the 
borrower, it was especially important for underwriters to cultivate a 
good relationship with the major banks.“®) Moreover, very few 
commercial banks other than the three major powers could supply the 
large term loan that usually accompanied a large bond issue. (9) 

Secondly, the insurance companies affiliated with Chase and 
Morgan-First National were the largest bond purchasers, and the 
commitment of one of these companies to buy a large block of new 
issue was essential to the success of a large securities flotation. Dillon 
Read’s success in securing such commitments, and its consequent 
strong position in the underwriting business, derived from its close 
connection with Chase and Metropolitan Life. In many large financial 
projects arranged or co-managed by Dillon Read— Wisconsin Electric, 
Ohio Power, Kansas Power and Light, and others—Chase headed the 
term loan and Metropolitan Life bought a great part of the bond 
issue. Similarly, Kuhn Loeb maintained its large share of the 
underwriting business through the strong support of Equitable Life and 
Metropolitan Life, which bought large quantities of bonds from the 
Kuhn Loeb-managed syndicates (General-American, Bethlehem Steel. 
Youngstown Steel, National Steel, etc.) 6? Goldman, Sachs, which had 
challenged the supremacy of the three major financial powers in the 
1920s by controlling investment trust and commercial banks and selling 
to these institutions a large part of the securities it sponsored, was again 
reduced to dependence on the major powers for its large financial 
operations after the stock market crash deprived the firm of its financial 
affiliates.2) 

Lastly, close connections with one of the major banking powers 
protected the securities firm against encroachment by competitors. 
Dillon Read's close relationship with Chase and Metropolitan Life, for 
instance, enabled the firm to retain its stronghold on the financing of 
the North American group by discouraging other firms from competing 
with it in that area.5) Kidder Peabody, despite its aftermath in the early 
1930s, remained a major participant in the American Telephone and 
Telegraph bond syndicates mainly because of the support of Morgan- 
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First National interests.59, Similarly, no competitor challenged Kuhn 
Loeb in the underwriting of steel issues other than that of U. S. Steel 
principally because any such challenge would have antagonized Kuhn 
Loeb's powerful backers in this sector, the Rockefeller interests and 
National City.65) 

Thus, the late 1930s witnessed the emergence of a new order in the 
financial market characterized by the increasing concentration of the 
country's financial resources in the hands of the three major banking 
powers. This new development not only transformed corporate finance 
but also had other far-reaching economic consequences. First, the 
increasing financial concentration narrowed the circle from which a 
large borrower could obtain funding or refunding . Despite the widely 
held belief that free competition reigned in the pre-war financial market 
and that a corporate borrower could easily take advantage of this 
competition to obtain credit on favorable terms, 69 the facts appear to 
show otherwise. It was not, typically, the big lenders that solicited loans 
from the large borrowers but rather the large borrowers who sought 
capital from a small group of powerful institutions.Ó? The growing 
dominance of these institutions over the supply of capital, including 
short-term, medium-term, and long-term capital, coupled with the 
sluggishness of the stock market, had made the large corporations more 
and more dependent on these institutions for new funding.©8) 

Second, the development of a close alliance among the major 
financial institutions—banks, life insurance companies, and securities 
firms—brought about a “re-institutionalization” of corporate debt 
issues, a reversal of the “democratization of securities ownership" that 
had reached its apex at the end of the 1920s.(59 This re- 
institutionalization, which gained momentum after the mid-1930s ,was 
partly expressed in the increasing fraction of corporate issues sold 
through private placement.) The percentage of all new issues directly 
purchased by financial institutions from the issuers rose from 24.1% in 
1936 to 30.6% in 1937, and to 50.6% in 1938.6? At the same time, the 
overwhelming proportion of these privately placed new corporate 
issues consisted of the highest quality securities(62 generally bond 
issues of corporations that were dominant in their respective industries. 
Furthermore, the "institutional investors" that had the largest share in 
these privately placed issues were a small group of banks and life 
insurance companies. Out of the $2,527,000,000 of securities sold 
through private placement between 1934 and 1939, 78% went to the 
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five largest life insurance companies and the 11 major commercial 
banks in New York City.) In the year 1938, the Rockefeller group 
accounted for 60% of the $802,000,000 privately sold securities issues 
and the Morgan-First National group for another 22%. 

It should be noted, however, that the amount of securities bought 
by the big insurance companies and commercial banks through direct 
placement did not represent all the best-quality securities that found 
their way to these institutional buyers. Even in other best-quality 
securities that were publicly offered , the dominant position of these 
institutions as the largest investors, and their close tie with the 
underwriters, had enabled them to become the largest purchasers. An 
examination of the five large issues publicly offered by syndicates 
headed by the leading underwriters from 1935 to 1939 reveals that the 
five largest insurance companies and the major commercial bank 
together bought more than 30% to 50% of these issues, compared to the 
10% to 20% of their previous holdings being refunded (Table 3-15). In 
the two largest issues underwritten by syndicates headed by Morgan 
Stanley & Co. from 1935 to 1937, the five insurance companies held 
10-15% of the bonds refunded but bought 23-45% of the new issues: an 
increase of $25,000,000 in Philadelphia Electric and of $22,686,000 in 
American Telephone & Telegraph. These five insurance companies and 
the major commercial banks also gained a substantial increase in their 
holdings in issues headed by other leading underwriters: an increase of 
$13,080,000 in Pacific Gas & Electric, of $8.195,000 in Kansas Power 
& Light, of $35,994,000 in Pennsylvania Power & Light. 

More important in its implications for concentration is the fact that 
most of the proceeds from privately placed or publicly offered 
Securities were used by the issuers to refund their much more widely 
held outstanding issues. Of the $2,527,000,000 in corporate issues 
privately placed between 1934 and 1939, an estimated $1,758,000,000 
represented the refunding of outstanding issues consisting mostly of 
bonds and preferred shares issued prior to the 1930s at interest rates of 
5% to 6%.) The five largest life insurance companies, which acquired 
$1,669,000,000(6656) of the %2,527,000,000 in privately placed issues, 
owned only $251,000,000, or 1496 of the $1,758,000,000 in issues that 
were refunded; they thus acquired a new investment of $1,420,000,000. 
The 11 New York City banks also acquired a new investment of 
$304,000,000 in the form of note issues.) As a result, the public was 
not only denied the chance to buy any part of the $2,527,000,000 of the 


Table 3-12; Notes and equipment trust of General American Transportation Corp. purchased hy Metropalitan 1 ife 
and Equitable Life through Kuhn Loed & Co. (1937-41) 


Amount of issue Metropclitan Equitable 

1937 Equipment 
217), ser, 28, $3,000,000 ! 1,875,C00 0 
due to 1952 

37 Equipment 
3, ser 29, 2,120,000 2,320,000 0 
due to 1952 

39 Equipment 
23/4, ser, 30, 3,000,000 0 3,900,000 
dueto 1954 

39 2%notes 7,000,000 0 7,000,000 
due to 1945 

40 Equipment 0 
2, ser. 31, 5,250,000 5,250,000 
due to 1950 

40 Fquipment 1,000,000 0 0 
2, ser, 32, 
due to 1946 

4l 2% notes 3,¢80,000 0 3,480,000 


due 1946-48 


Table 3-12 (continued) 


Amount of issue Metropolitan 
4) Equipment 
2%, ser..34, 3,440,000 1,630,000 
1942-51 
4l Equipment 
2%, ser. 34, 460,000 ? 0 
due to 1952 


Source: Poor's Purchases and Sales of Securities 


1 $1,125,000 of the equipment trust was sold to Prudential Ins. Co. 


2 Sold privately to Manufacturers Trust Co., New York 


Remarks: Assets of General American Transp. Corp. in 1941:$102,174,000 


Outstanding debt of company:$28,768,000 


Total amount of notes and equipment trust held by Equitable: $19,884,000 
Total amount of notes and equipment trust held by Metropolitan: $4,325,000. 


. Equitable 


1,810,000 


Table 3-13; Bonds purchased hy mujor life insurance companies from underwriting syndicates headed hy Kuhn Loch 
& Co. and others 


Dethehelm — Bethehehm  Bethehelm Youngstown National Republic 
Steel 3, Steel 3!/4. Steel avy. St. & T. 23/4, Steel 3. Steel 4172. 
1960 1965 1959 1960 1965 196; 


$30,000,000 $49,000,000 $25,000,000 $45,000,000 $50,000,000 $49,000,000 
(issued (issued (issued (issued 


1940)! 1940)! 1939)! 1940)! (issued 1939) (issued 1930)2 
Metropolitan $4460,000 — $3,540,000 $0 $5,000,000 110.000.000 — $1,369,000 
Prudential 4,310,000 3.715.000 n 0 4,000,000 2,930,000 
New York 1,700000 — 3,300,000 — 2,946,000 0 2.000.000 0 
Equitable 2,390,000 3,292,000 4.283.000 3,370,000 194,000 4,921,000 
Mutual 1,421,000 2,550,000 О 1,030,000 1.300,000 750,000 
Aema [ O 1400000 1.000.000 250,000 0 
Northwestern 0 2.000,00 0 0 0 0 
John Hencock о у 990,000 0 0 0 
New England M. 45(,000 750.000 300.000 500,000 1,000,000 550,000 
Massach. Mut 0 0 0 1,000,000 0 1,100,000 


14,731,000 — 1,147000 9.919.000 11,900,000 18,744,000 10,720,000 


Sources: Moody's Manual, Poor's Purchases and Sales ot Securities, Annual Report of insurance companies to Insurance 


Department, 1941. ! -syadicate ісаје! by Kuhn 1 oeb & Со. and Smith Barney & Co. 2 eyndicate. headed by 
Kuhn Loeb & Co. and Field Glue & Co 


Table 3-14: Corporate securities sold in transactions exempted from Securities Act registration as not involving any 
publie offering— Largest purchasers, ? years, 1934 40, inclusive 


Principal Percent Percent 
amount of total of total of 
direct traced all direct 
purchases direct purchases 
purchases 
Metropolitan Life Insurance Co. $860,879,000 25.30 19.52 
Equitable Life Assurance Socicty 590,456,000 17.35 13.39 
Prudential Insurance Co. 555,586,000 16.33 12.60 
New York Life Insurance Co. 207.261.000 6.09 4.70 
John Hancock Mutual Life Insurance Co. 178,913,000 5.26 4.06 
Mutual Life Insurance Co. 171,757,000 5.05 3.89 
Northwestern Mutual Life Insurance Co. 92,476 000 272 210 
Chase National Bank 91.385.000 2.68 207 
Travelers Insurance Co. 70,092,000 206 1.59 
Mutual Benefit Life Insurance Co. 54,472,000 1.60 1.24 
Massachusetts Murual Life Insurance Co. 46,534,300 1.37 1.06 
Sun Life Assurance Co., Ltd. 31.241.000 1.09 0.84 
Aetna Life Insurance Ca. 35,575,000 1.04 081 
Bankers Trust Company 33,230,000 0.98 0.75 
Penn Mutual Life [Insurance Co 31,540,000 0.93 0.72 


Connecticut Mutual Life Insurance Co. 20.510.400 0.60 047 


Table 3-14 (continued) 


Pricipal Percent Percent 
amount of total of total of 
direct traced all direct 
purchases direct purchases 
== purchases 
Total, 20 purchasers 3,125,679,000 91.85 70.88 
Purchased by others 277,456,880 8.15 6.29 
Grand total traced purchases 3,403,135,880 100.00 77.88 
Total untraced purchases 1,006,718,105 22.83 
Grand total all purchases 4,409,853,985 100.00 
Percent of traced purchases to grand total of all TOI 


purchases 
Source: U.S. House Committee on Interstate and Foreign Commerce Committee, 77th Congress, Ist and 


2nd Sess. Proposed Amendments to the Securities Act of 1933 and to the Securities Exchange Act 


of 1934: Hearings, part 2, 1942, p. 370. 


Note: The figure apparently underestimated the amount of notes purchased by commercial banks 


through term loans. 


Table 3-15: Bonds purchased by major life Insurance companies from underwriting syndicates (In thousand dollar). 


American Tol, & Philadelphia Milie Cas & Kinm & Vl'ennylvania Kopar Ca, СЕТУ 
Tel, Со. Ее. Co. Elec, Co. Li Co. Pr& Li Co. 4 M,000,000 Rand, hnc 
$175,000.000 $130,000,000 $120,000,000 $29, 900,000 $122,000,000 uo) 000,000 

1936) (1936) (1935-6) 1939) 1939 
Bond issue $1'75,000,000 $130.000,000 $120,000,000 $26,000,000 $123,500,000 522,000,000 $15,000,000 
314. 1961 31/5, 1967 354. 1961 3104. 1969 35, 1969, Зу 1961 15, 1956 

4, 1974 
bought bonds bought — bonds bought bonds bought — bonds baught bonds bought — bonds bought — banda 
retired retired retired retired is rewired feured 

Metropliun 85900 4,453 10295 — 2,988 9,000 7792 | 2.988 2516 12,459 2,000 


Lite 
Predential Ins. | 7,277 7,554 9,000 8.495 8,964 968 4.859 


Ncw York 16000 2,263 9,997 8,775 4.250 3.061 
Life 
Equitable 3.459 0 11,716 1,250 1,249 [ 4452 
Mutua! Life 3820 2,500 1.668 1,750 3,935 0 3361 
38456 — 16.770 | 44,676 — 9,053 39270 26.190 | 9,053 4358 | 28,594 1.100 
Underwriting | Headed hy Headed by lMeaded by Headed hy Headed hy Smith Headed hy Headed hy 
syndicale Morgan Sianley Morgan Sunley Blyth & Co. First Boston Corp. | Barney & Сс. Mellon Securities | Harriman Ripley 
& Са & Co. And Dillon Read | First Boston Corp., | Co. & Co. 
& Co. Bonbe-ight & Co., 
Harriman Ripley 
& Co. and Halsey 
Suan & Co, 


Bank joans | None 57,500,000 +з 000.000 53 000.000 

$24,200,000 1940-49 194147 194246 

of he Quse Unies National 

5175.000.000 Nasional 4,000 ‘Trust 4,000 City Bank 1,000 

bond issue was Bankers Navionall Melon Chase 

sold privately ta Trust 1,000 City Bask 3,000} National 1,600 Natonal 1,000 

Baniera Trust, Cenal Irving Imag LP. Morgan 

Trustee of pension Hanover 1,000. ‘Trust 1,000 “Trust 1200 & Cu. 500 

Fines of company Harris T. Harris T. Manze 

ard its subsidiaries & Sav. Bk 500 & Sav. Bk 1.200 Тенки) 250 
Marine 
Midland Т. 250 


Sources: Moody's Manual: Poor's Purchases and Sales of Securities: Annual Re paris of the respective Ше insurance company to Lasurance Department; and Reports 
la SEC. 
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best-quality, privately placed securities, but also lost the ownership of 
$1,700,000,000 of the choicest corporate issues.” The drive towards 
re-institutionalization of corporate debt issues continued unabated after 
1939, as shown by the large private placements of corporate issues in 
1940 and 1941.) 

At the same time, the “re-institutionalization of corporate debt 
issues"—1to be more exact, the tightening of the financial ties between 
the leading financial institutions and the big corporations— greatly 
strengthened the position of the big corporations against their small 
competitors and promoted a closer community of interests among these 
big corporations. A survey of interest rates of bank term loans 
outstanding in 1940 shows that the large borrowers were able to obtain 
far more favorable interest rates. The interest rate for the loans of 
$700,000 or more surveyed averaged 196 to 2%, while that for loans of 
$220,000 averaged 3%to 4%, and that for $75,000 4% to 595.69) Large 
corporations' bond issues, similarly, had lower interest rates than those 
of smaller issues. By thus supplying the big corporations with funds at 
lower interest rates, the major banks and life insurance companies 
strengthened the position of these big corporations against their smaller 
competitors, thereby furthering industrial concentration. 

Simultaneously, the restructuring of the financial market furthered 
the community of interests among the big corporations. The three major 
financial interests made heavy investments in competing concerns in 
various sectors—utility, oil, steel, auto sales finance, lire, paper, 
tobacco, distilleries, etc. Shared financial ties increasingly linked the 
competing concerns, thus reinforcing the pressure to limit 
competition.” That the severe competition which had prevailed in 
Many important industrial sectors in the 1920s was progressively 
restricted during the 1930s was chiefly a consequence of the welding 
together of leading corporations through a common financial interest 
that accompanied the re-institutionalization of corporate debt issues. 


NOTES 


1. For a detailed account of the investment activities of the major life 
insurance companies prior to 1905,see New York, Joint Committee of the 
Senate and Assembly of the State of New York to Investigate and Examine Into 
the Business and Affairs of Life Insurance Companies Doing Business in the 
State of New York: Testimony (7 vols., Albany, 1906, generally known as 
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Armstrong Investigation). Also J. Moody, The Masters of Capital, 1922; 
K.Keller, The Life Insurance Enterprises,1885-1910,1963; J.Garraty, The 
Right-Hand Man, The Life of George Perkin, 1960. 

The Money Trust Investigation in 1912 brought to light events that had 
transpired after the Armstrong Investigation of 1905:the acquisition of control 
of the three major life insurance companies—Mutual, New York, Equitable— 
by the leading private bank and commercial banks (J.P.Morgan & Co., First 
National Bank, and National City Bank) following the Armstrong Investigation, 
the partitioning of the financial subsidiaries of the three insurance companies 
by these major banking institutions, and the use of their vast resources by these 
institutions to consolidate their financial powers (U.S.Congress, Money Trust 
Investigation, 1912-13). 

2. The Rockefeller interests had dominated the Equitable Trust before the 
trust company's merger with Chase in 1930. The Rockefeller family was the 
largest stockholder of the trust company and W. Aldrich, a brother-in-law of 
J.D. Rockefeller Jr., was elected the bank's president in 1929 (Arthur M. 
Johnson, Winthrop, №. Aldrich,1968, pp.82-97).The Rockefeller interests were 
also a dominant factor in the management of Equitable Life. The Rockefeller 
interests had long been represented on the board of Equitable Life through its 
financial representative, Benthram Cutler (New York Insurance Report,1925- 
30). When C. Austin, the president of Equitable Trust, died in 1929,T. 
Parkinson, the president of Equitable Life, was offered the presidency of 
Equitable Trust by Rockefeller interests, but the offer was not accepted(R. 
Buley, The Equitable Life Society of the United States, 1859-1964, Vol. 
Two,1964, p.950). For the events that led to the merger of Chase and Equitable 
Trust in 1930, see Go, Tian Kang, Financial Concentration in the United States 
During the Great Depression, 1929-33,1986, pp.40-48. The Rockefeller 
interests were a minority party in the new bank immediately after the merger, 
but it gained control of the bank in 1932, after increasing its stock holdings and 
succceded in ousting Albert Wiggin and his supporters from the bank. 

The other insurance company, Metropolitan Life, had been closely 
connected with Chase since 1915 when Albert Wiggin, president of Chase, 
joined the insurance company's board (Marquis James, The Metropolitan Life 
,1947,p. 198). Wiggin was then Chase’s largest stockholder and dominated the 
bank, having bought the stocks from First National Bank of New York shortly 
before the Money Trust Investigation in 1912. The relation between 
Metropolitan Life and Chase was strengthened in 1922 when Chase absorbed 
Metropolitan Bank, the main financial subsidiary of Metropolitan Life. F. 
Ecker, vice-president of Metropolitan, had been on Chase's board since the 
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1917, and played an important role in the bank's investment policy (Stock 
Exchange Practices; Hearings, part 6,1933). In 1928, Chase and Metropolitan 
Life had six directors in common (Moody's Manual, 1929). Metropolitan Life 
was also Chase's largest depositor, its average deposit exceeding $20,000,000 
in the same year (New York Insurance Report 1925-30). The insurance 
company, however, was able to expand its group insurance business by 
concluding contracts for group insurance with the large corporations closely 
connected with Chase, including International Paper, Westinghouse Electrical 
Mfg.. and Armour & Co. (M. James, ibid., pp.201-2, р. 264). When the 
Rockefeller interests attempted to oust A. Wiggin and his supporters from 
Chase in 1932, F. Ecker, Metropolitan Life's president, sided with Rockefeller 
against Wiggin. 

3. The Morgan-First National interests had continued to maintain a close 
tie with both Mutual Life and New York Life after the Money Trust 
Investigation. The group also extended its sphere of influence to the Prudential 
Insurance in the 1910s when Prudential became a mutual company under the 
leadership of R. V. Lindabury, the general counsel for both U.S. Steel and 
Prudential (May & Oursler, The Prudential, A Story of Human Security, 1950, 
pp.146-7). In 1929, more than 6096 of Prudential's industrial preferred stock 
holdings consisted of securities issues of five Morgan-First National-affiliated 
companies—U. S. Steel, General Motor Corporation, International Harvesters, 
American Can, Proctor & Gamble (New Jersey Insurance Report,1929)—and 
Guaranty Trust and First National Bank were Prudential's main depository 
banks, accounting for 5096 of its bank deposits. 

4. Aetna Life's close relation with the Morgan-First National group was 
reflected in its large deposit with First National Bank of New York. In the 
1930s, more than 25% of the insurance company's bank deposit was with First 
National Bank: 1935, $6,600,000 (42%); and 1938, $5.490,000 (2896). The life 
insurance company also purchased most of its government securities through 
the First National Bank (Poor's Purchases and Sales of Securities,1930-40). 
Both Penn Mutual Life and Sun Life, a Canadian company, were active buyers 
of securities issues sponsored by Morgan-First National interests. The president 
of Bell Co. of Pennsylvania and that of United Gas Improvement, both of the 
Morgan-First National group, were on the board of Penn Mutual Life (Moody's 
Manual). E.C. Grenfell, one of the partners of Morgan, Grenfell & Co. 
(London).was a director of Sun Life. 

5. New York Insurance Report 1930-38. Chase accounted for 60% to 
70% of Travelers Insurance's bank deposits in the 1930s. 
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6. National City Bank was represented on the board of Mutual Life 
Insurance by its vice-chairman in the 1930s. In 1937, A. Houghton, a director 
of Metropolitan Life, was elected a director of National City Bank. 
Nevertheless,it was only after World War II that the bank developed a close 
relationship with the insurance company in corporate financing. 

7. Moody's Banks-Insurance, 1941. 

8. For an analysis of the securities investment of the life insurance 
companies during the depression, see Yuichi Sakai, "The Life Insurance 
Companies and the Securities Market in the United States 1915-38." Securities 
Studies, Vol.29, 1969, published in Japanese by Japan Securities Research 
Institute. Also M. James, ibid., pp.285-90; Buley, ibid., pp.1031-46. The 
insurance companies were also large investors of preferred stocks in the late 
1920s. 

9. New York Insurance Report; New Jersey Insurance Report. 

10. Ibid. 

11. TNEC, Monograph No.37, 1940, p.33. 

12. R.Goldsmith, Financial Intermediaries in the American Economy 
Since 1900,1958, pp.75-6. 

13. Among the Big Five, Mutual Life was the only company whose share 
in insurance assets dropped in the same period, from 5.8% to 4.896 (New York 
Insurance Report, 1929-41). 

14. The sluggishness of the stock market was reflected in the small 
quantity of stocks issued and underwritten during this period. From January 
1934 to June 1939, the total amount of stock issues underwritten by securities 
firms, which represented virtually the total amount of new stock issues in the 
same years, totaled only $1,500,000,000 as compared with a total of 
$9,000,000,000 bond issues underwritten in the same period (TNEC,part 24, 
pp. 12990-1). 

15. The biographies of the individual companies abound with the heavy 
losses suffered by the large insurance companies from their mortgage loans and 
real estate investments during the 1930s. See Marquis James, ibid,.pp.309- 
12;Shepherd Clough, A Century of American Life Insurance, A History of the 
Mutual Life Insurance Company of New York. 1843-1943, 1946, pp.309-10; 
Buley, ibid., pp.1003-13. In 1928 life insurance companies held 22.3% of all 
farm mortgages and had 13.3% of their portfolios in such securities, but by 
1939 they owned only 12.6% of the total amount of farm mortgages (Clough, 
ibid., p.309). 
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16. Despite their low yields, investment by insurance companies in U.S. 
Government bonds continued to increase in the late 1930s, though at a rate 
lower than that of corporate bonds. 

17. Corporate bonds, especially the utility bonds, were attractive to the 
insurance companies because: (1) their yields were much higher than 
Government bonds, (2) they were available in large amounts, and (3) the severe 
competition that characterized the utility industry in the 1920s had almost 
disappeared after the early 1930s under the leadership of the three major 
banking powers. 

18. Gulf Oil! was in a deteriorating condition when the two insurance 
companies purchased its two large bond issues. The company suffered a loss of 
$23,000,000 in 1931 and a further loss of $11,000,000 inn 1933. It suspended 
its dividend from 1931 to 1935. Following the financial aid by the two 
insurance companies, the company sold its Iraq holdings represented by an 
interest in Near East Development Co. to Standard Oil Co.(NJ) for 
$4,5000,000, and at the same time, disposed of its Italian marketing properties 
to Socony-Vacuum Oil Co. for $2,000,000, the total interest of which was 
understood to amount to 233/49 (Moody's industrial Supplement, Nov.14, 
1934). Again, in 1936,the company sold its investment in Columbia (Barco 
concession) to Socony Vacuum which subsequently assigned one-half of the 
interest to Texas Corp. The purchase was financed by a $15,000,000 loan to the 
two companies from Metropolitan Life and Equitable Life. In the following 
year, Standard Oil of New Jersey acquired a 50% interest of the oil company in 
Venezuela, one-half of which was subsequently transferred to Royal-Dutch 
Shell. The two transactions deprived Gulf Oil of its potential to compete with 
the Rockefeller's oil companies in Latin America. See FTC, The International 
Petroleum Cartel, 1954, p.176, pp.191-2. 

19. For details, see table 3-3. Also, New York Insurance Reports 1934-38, 
and annual reports of the two companies to New York Insurance 
department, 1939-41. A writer described the investment activity of Equitable 
Life in the following words: “The society's spectacular purchase of utility 
bonds in 1934, 1935, and 1936 has become almost legendary" (Joseph M. Bell, 
Jr., "Operations in Public Utility Bonds and Preferred Stocks. 1935-1942," 
quoted from Buley, ibid., p.1036). 

20. New York Insurance Report, 1930-38; annual report of the three life 
insurance companies to the Insurance Department in 1939-41. 

21. Moody's Banks-Insurance, 1931-41. 

22. Fora detailed account, see the following chapters. 
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23. One of the few joint ventures of banks and insurance companies before 
1938 was the financing of Cleveland-Cliff Iron Co. in 1935. Out of the 
$21,500,000 of new capital supplied to the company to repay a bank loan 
contracted in 1930, $16,500,000 was raised by bond issue with the large 
insurance companies as the principal purchasers (Prudential Insurance 
$3,000,000, Mutual Life $1,000,000, and Equitable Life $2,500,000) and the 
remainder by contracting a $5,000,000 1-5 year loan with three banks (Bankers 
Trust, 4096; First National Bank of Chicago, 4095; and Cleveland Trust, 2096). 
The three banks were the major lenders in the old loan repaid (Moody's 
Industrials, Supplements, November 23, December 11,1935; Poor's Purchases 
and Sales of Securities, 1936-37). 

24. Hearings Before the House Committee on Interstate and Foreign 
Commerce, Proposed Amendment to the Securities Act of 1933 and to the 
Securities Exchange Act of 1934, Part II. 77th Congress,1942, P. 443. The new 
capital raised by private enterprises through the sale of securities in 1938 was 
estimated at $873,000,000. 

25. See the following chapters. 

26. New York Insurance Report, 1939. 

27. Report to SEC. 

28. Poor's Purchases and Sales of Securities, 1939. 

29. For detail, see chapters 4 and 5. 

30. Moody's Public Utilities, 1940;New York Insurance Report, 1939. 

31, Commercial & Financial Chronicle, August 24,1940. 

32. Securities holdings of Northwestern Mutual Life, 1939-40. 

33. Listing statement of Safeway Store to New York Stock 
Exchange,1941(A-11358). The loan and bond issue represented the refinancing 
of a $ 14,000,000 term loan and a $6,000,000 bond issue which the company 
arranged through Merrill Lynch & Co. in 1940. Chase provided 50% and 
National City and Bankers Trust divided between themselves the remainder of 
the $14,000,000 loan. The $6,000,000 bond issue was bought by the 3 
insurance companies. 

34. Poor's Purchases and Sales of Securities,1941. 

35. Moody's Public Utilities, 1941. Georgia Power was one of the largest 
subsidiaries of Commonwealth & Southern which, in turn, was controlled by 
United Corporation. As of 1940, United Corporation held 16% of Common-- 
wealth & Southern's outstanding common stocks. 

36. Commercial & Financial Chronicle, February 22,1941. 

37. Commercial & Financial Chronicle, September 16,1939; Poor's 
Purchases and Sales of Securities, 1940. 
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38. Poor's Financial Records, 1941. 

39. New York Bankers Magazine, December, 1929. 

40. TNEC, part 24, 1940,p.12691. Since most of the leading underwriters 
focused on bond issues, their shares in the bond underwriting were relatively 
larger than in the stocks. Together, the six leading underwriters accounted for 
61.8% in bonds, 38.6% in preferred stocks, and 21.7% in common stock 
underwritten in that period. 

4l. TNEC, part 24, 1940, pp. 12705-6. 

42. For a detailed discussion of this subject, sec V. P. Carosso, Investment 
Banking in America, 1970, pp.368-73; TNEC, parts 22-24, Investment 
Banking.1940. 

43. TNEC. ibid., pp. 11513-6,11523,11559,12296. 

The relation between Morgan Stanley & Co. and J. P. Morgan & Co. was 
particularly close, as shown by the number of stocks owned by J. P. Morgan & 
Co.'s partners in the bank and the securities firm in 1938: 


Approximate percentage of 
Morgan Stanley & Co., Inc., 
preferred stock in 

comparison with total held 
by Morgan partners and their 
assignees 


Approximate 
percentage of 
capital in J. P. 


Charles Steele (deceased) 34.8 
Thomas W. Lamont 34.0 
J. P. Morgan 52 
R. C. Leffingwell 5.9 
F. D. Bartow 17 
J. S. Morgan 4.9 
A. M. Anerson 17 
Gerogde Whitney 

H. P. Davison 


Charles D. Dickey 
Thomas S. Lamont 
Edward Hopkinson, Jr. 
Arthur E Newbold 
Edward Starr, Jr. 
H. Gates Lloyd. Jr. 


(TNEC, ibid.. p.12296). Morgan Stanley was also the securities firm that 
maintained the largest amount of deposit with J.P. Morgan & Co. from 1935 to 
1939, ranging from $3,000,000 to $10,000,000 (ibid., p.11777). In a statement 
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to the stockholders of the Guaranty Trust Company in 1934, William C. Potter, 
Chairman of the Board, informed the stockholders of the following: 
"Arrangements have been made by Mr. Joseph R. Swan, President of the 
Guaranty Company of New York, and some of the principal executives (...) to 
become members of the firm of Edward B. Smith & Co., a banking house that 
has for many years conducted a general securities business. It is expected that a 
majority of the staff of the Guaranty Company will become associated with the 
new firm" (ibid., p.12259). Edward B. Smith & Co. merged with Charles D. 
Barney & Co. in 1938 to form Smith Barney & Co. Although Charles F. 
Mitchell, the former president of National City Bank of New York, became the 
head of Blyth & Co. and the company subsequently took over part of the 
former business of National City Company (liquidated in 1934), the securities 
firm that was generally regarded as the successor of National City Company 
was Harriman Ripley & Co. (ibid., pp.11391—4, 11609-10). 

44. E. B. Smith was the second largest participant in the various Columbia 
Gas & Electric syndicates and United Gas Improvement syndicate. It was the 
fourth largest participant in Commonwealth & Southern syndicates and Niagara 
Hudson Power syndicates (TNEC, ibid., p.12297). Smith Barney also took over 
the position of Guaranty Co. in the telephone bond syndicate after 1934, thus 
sharing 596 to 696 of the respective telephone bond issues sponsored by Morgan 
Stanley for American Telephone & Telegraph Co. and its subsidiaries (TNEC, 
ibid., pp.12250-1). 

45. Of the other securities firms, Field, Glore & Co. was regarded as the 
successor of Continental Illinois Co. (TNEC, part 22, pp.11447-51), and 
Lazard Frere & Co. as the firm that had inherited part of the business of the 
First Securities Co., the affiliate of the First National Bank of New York (ibid., 
pp.11452-53). Testifying before the Congressional Committee in 1949, Cyrus 
Eaton described the relations between the banks and their former securities 
affiliates in the following words: 


... after the passage of the SEC Acts, and after banks went out of the 
underwriting business, the New York banks formed not affiliates, but 
underwriting companies closely associated with them. Chase National Bank 
created the First Boston; J. P. Morgan and Co. created Morgan Stanley; the 
National City Bank created Harriman Ripley and Blyth; the Guaranty Trust, 
which had had an immense underwriting business, got behind Smith Barney; 
and the boys in New York said, Here, the underwriting capacity has 
disappeared from the Middle West ... (Statement of Cyrus Eaton, Hearings 
before the House Committee on the Judiciary, Study of Monopoly Power, 
Serial No.19 part 2-A, 1950, p.472) 
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46. Prior to 1933, the leading underwriting firms were able to finance a 
part of their underwriting operations through their deposit business. In 1931, 
the amount of deposits held by J. P. Morgan & Co., mostly from its clients, 
totaled $380.000.000 (U.S. Senate, Stock Exchange Practices, 1933, part 1, 
p.22). Kuhn Loeb & Co. had $80,000,000 and Dillon Read & Co. $20,000,000 
of similar deposits in the same year (ibid., p. 1085). 

Efforts were also made by some other underwriting firms to increase 
their financial resources by organizing their own investment trusts and using 
them as a vehicle to obtain contro! of commercial banks. Shortly before the 
stock market crash, Goldman Sacks & Co., through Goldman Sachs Trading 
Corporation. controlled the Manufacturers Trust from which it subsequently 
obtained large loans to finance its securities flotation (SEC, Investment Trust 
and Investment Companies. Part Three, 1942, pp.2538—65 and Part Four, 1942, 
pp. 174-203}. Lehman Brothers, following Goldman Sachs, also acquired large 
stock interest in Commercial National Bank of New York (7%) through 
Lehman Corporation. an investment trust sponsored by Lehman (SEC, ibid., 
Part Three. 1941, pp.2567-79). 

47. The dependence of the leading underwriters on banks for financing 
their operations in the late 1930s was shown by the large borrowings by 
Solomon Bros. & Hutzler from J.P. Morgan & Co. (TNEC, ibid.. p.11778); by 
First Boston from Chase National (ibid., p.12853); and by Smith Barney from 
Guaranty Trust (ibid.. p.12833). Kidder Peabody also obtained large loans from 
Chase National Bank to finance its underwriting operation (ibid., p.12851). 

In addition to collateral loans, First Boston obtained most of its day 
loans from Chase and Guaranty Trust; Smith Barney from Guaranty Trust, 
Bankers Trust. Chase and Central Hanover; Kidder Peabody from National City 
and Guaranty Trust. 

A survey made by the Investment Bankers Association of America in 
1941 found that 329 securities firms, including most of the leading underwriters 
in New York. employed a total capital of $327.000.000 (U.S. Congress. ibid.. 
p.687). According to the Wall Street Journal, the “average capita) employed™ 
by the eight largest investment banking firms during the period between 1934 
and 1939 totaled no more than $75,000,000 (Wall Street Journal, March 18. 
1940) 

48. Investment banking firms usually carried the unsold portion of the 
underwritten securities with a collateral loan from a bank. The financing of 
Bethlehem Steel bonds by Smith Bamey in 1937 illustrates the operations: To 
finance the Bethlehem Steel bonds which remained unsold on the closing day 
($5.913.500), the firm obtained a collateral loan from Guaranty Trust on that 
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day by hypothecating the bonds at 8096 of their par value. The difference, 2096, 
was financed with its own funds. This loan was repaid after the firm had carried 
the securities for more than two months (TNEC, ibid., pp.12832-3). 

The enormous influence which a bank could bring to bear on its 
borrowers in a declining stock market by calling in the collateral loan is best 
illustrated by the desperate situation in which Otis & Co. (the investment 
banking house dominated by C. Eaton) found itself in October 1930 when the 
"Morgan banks", from which Otis had borrowed heavily, called in their large 
loans. In return for a new loan of $30,000,000, the “Morgan banks," led by 
Guaranty Trust, demanded as additional collateral all the securities owned by 
the Otis-related Continental Shares, which represented a controlling interest in 
some of the largest steel and rubber concerns. On the intervention of Chase, 
which, through Continental Shares, granted Otis a $30,000,000 18—month loan, 
Otis & Co. was eventually able to repay the loans to the "Morgan banks". On 
the other hand, the securities owned by Continental Shares were used as 
collateral for the Chase loan and were taken over by the bank when it 
foreclosed the loan in 1932. 

49. A vice-president of Chase testified before the Congressional 
Committee in 1941 that two large term loans headed by Chase ($15,000,000 to 
Wisconsin Electric Power, and $10,000,000 to Ohio Power) in 1938 were 
instrumental to the successful floations of the two large bond issues managed 
by Dillon Read for the two utilities companies ($55,000,000 for Wisconsin 
Electric, and $55,000,000 for Ohio Power) (Statement of Edward L. Love, 
Hearings before the House Committee on Interstate and Foreign Commerce, 
Proposed Amendments to the Securities Act of 1933 and the Securities 
Exchange Act of 1934, 1942, p.549). 

50. Dillon Read & Co. was associated with First Boston Corp. as co- 
manager in a number of large underwriting syndicates backed by Chase and 
Metropolitan Life, including Wisconsin Electric, Kansas Power & Light, and 
Pennsylvania Light & Power (Moody's Manual, Public Utilities, 1936-41). See 
also TNEC, part 22, p.11713. 

5]. Kuhn Loeb had been closely connected with Metropolitan Life even 
before the 1930s. The life insurance company bought a large amount or railroad 
securities from syndicates managed by Kuhn Loeb in the 1920s, including that 
of Pennsylvania R. R., Baltimore & Ohio, and Chicago, Milwaukee & St. Paul 
(Moody's Railroads, New York Insurance Report, 1920-30). Metropolitan Life 
also lent support to Kuhn Loeb when the latter competed with Bankers Trust 
for a $70,000,000 Youngstown Steel bond issue in 1927 by subscribing 1096 of 
the issue (TNEC, part 23, 1940, pp.12776-78; New York Insurance Report, 
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1928). Jacob Schiff, the senior partner of Kuhn Loeb, told the Congressional 
Committee in 1933 that he often sought the personal opinion of F. Ecker, 
president of Metropolitan Life, on a wide range of financial matters (Stock 
Exchange Practices, Hearings, 1933, part 3, p.1233). Kuhn Loeb's relationship 
with Equitable Life preceded the firm's relation with Metropolitan. Through its 
subsidiary, the Mercantile Trust, Equitable Life was closely associated with 
Kuhn Loeb in the reorganization of the Union Pacific R. R. in 1895 and the 
Baltimore & Ohio R. R. in 1898. Equitable Life had played an important part in 
financing the Westinghouse Electrical! Manufacturing Co. and it was through 
it's close connection with Equitable Life that Kuhn Loeb became the banker of 
Westinghouse Electrical Manufacturing in the 1900s. The firm was represented 
on Equitable Life's board until 1905 when an attempt by Kuhn Loeb and E. H. 
Harriman to gain control of the life insurance company was interrupted by the 
Armstrong Investigation. Thereafter, the firm increased its holdings in 
Equitable Trust, the main financial subsidiary of Equitable Life, and continued 
to dominate the trust company until the control of the bank passed to the 
Rockefeller interests in the 1910s. 

52. For a detailed discussion of the disintegration of the Goldman Sachs 
group, see SEC, ibid., Part Four, 1942, pp.174-203. 

Goldman, Sachs was largely dependent on Chase for most of its larger 
financial operations in the late 1930s. In the syndicate managed by Lehman 
Brothers, Goldman Sachs, and First Boston Corp. for Indianapolis Power & 
Light in 1939, Chase headed the $5,400,000 one- to eight-year loan syndicate 
and provided the $15,000,000 day Ioan to finance the bond issue. The loan was 
participated in by four banks, Chase's share being $3,750,000. Metropolitan 
Life and Equitable Life bought $4,200,000 of the $32,000,000 bond issue 
(Moody's Public Utilities, Supplement, May 11, 1940. New York Insurance 
Report, 1940). Chase and Metropolitan Life were also the dominant factors in 
the $15,000,000 refinancing plan sponsored by Goldman Sachs and Dillon 
Read for Е. С. Goodrich in 1941. Even in the late 1940s, the commitment of 
Metropolitan Life to buy 30% of the bond issue was instrumental to the 
successful private sale of the $20,000,000 bond issue arranged by Goldman 
Sachs for Continental Can Co. (R. L. Corey, The Direct Placement of Corporate 
Securities, 1951, p.100). 

53. Financing of the North American group dominated by Harrison 
Williams shifted from Dillon Read and Chase to Goldman Sachs in the late 
1920s when Goldman Sachs succeeded in building up its own financial empire 
(see FTC, Utility Corporation, part 33, 1941, p.546). With the support of Chase 
and Metropolitan Life, Dillon Read regained leadership in the financing of the 
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utility group following the collapse of Goldman, Sachs’ financial empire in the 
early 1930s. 

54, Kidder Peabody & Co. underwent reorganization in 1931, after 
suffering heavy losses. The firm had been closely associated with J. P. Morgan 
& Co. in the American Telephone & Telegraph Co. financing since the 1900s. 
To enable Kidder Peabody to carry out its reorganization, J. P. Morgan & Co. 
headed a loan syndicate that provided the firm with a $10,000,000 revolving 
credit. 

With the support of the Morgan-First National! interests, the new 
Peabody Kidder firm took over the position of the old Kidder Peabody & Co. in 
the telephone bond syndicates managed by Morgan Stanley & Co. in the 1930s 
(TNEC, part 23, 1940, pp.11244—45. Also, U.S. District Court, New York 
(Southern District), U.S. V. Henry Morgan [et al], 1954, p.76). 

55. In the term loans arranged by Kuhn Loeb & Co. for the large steel 
companies other than U.S. Steel in 1938-41, Chase and Equitable Life 
accounted for 42% of the $20,000,000 ten-year loan to Bethlehem Steel. 
National City Bank financed 7% of the loan to Bethlehem Steel, and 20% of the 
$10,500,000 seven-year loan to Youngstown Steel, 42% of the $7,000,000 
seven-year loan to Inland Steel, and 16% of the $6,000,000 one- to five-year 
loan to Wheeling Steel. Metropolitan and Equitable were the largest bond 
purchasers in all the bond issues sponsored or co-sponsored by Kuhn Loeb, 
together accounting for 20% in National Steel ($50,000,000), 18% in 
Youngstown Stee) ($45,000,000), and 85% in Inland Steel ($20,000,000) 2 
bond issues (Poor's Institutional Holdings, 1938-41; Poor's Financial Records; 
etc.). 

Because of its close relation with the railroads, Kuhn Loeb had been 
actively engaged in financing steel companies other than U.S. Steel after the 
1900s, including Bethlehem Steel, Inland Steel, and Youngstown Steel. Both 
the Rockefeller interests and National City Bank therefore used Kuhn Loeb as a 
vehicle to make inroads into steel financing. 

56. For instance, Professor Edwards S. Herman, the first to point out that 
bank loans, instead of stock holdings through bank-administered pension trusts, 
governed the basic relationship between commercial banks and business 
corporations after the 1950s, asserts that the capital market in the late 1930s 
was highly competitive (Edwards Herman, Corporate Control, Corporate 
Powers, 1981, pp.122-23). 

57. Statement of Ralph H. Bollard, Hearings Before the House Committee 
on Interstate and Foreign Commerce, ibid., p.408. Ralph H. Bollard was a vice- 
president of Dillon Read & Co. and a director of Cammercial Investment Trust. 
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58. Ibid., p.433. The representative of the Mutual Saving Bank Association 
also testified as follows: 


The large insurance companies and in a few cases large commercial banks 
have been practically the sole purchaser at these private sales. They alone are 
large enough to finance the issuing corporation in this manner and naturally 
they have taken advantage of their bargaining position to obtain the choicest 
utilities, (Statement of Fred N. Oliver, ibid., p.558) 


59. The dispersion of securities ownership before 1929, especially in the 
1920s, was not confined to stocks but extended to corporate debt issues. The 
bond issues of Insull group, for instance, were widely distributed among 
thousands of investors, mostly small financial institutions and individuals. 

60. Direct sales of bond issues by business corporation to life insurance 
companies had been practiced before the 1930s (Statement of F. Ecker, 
Hearings Before the House Committee on Interstate and Foreign Commerce, 
ibid., pp.505-6). Metropolitan Life Insurance Co., for instance, bought 
$100,000,000 of bonds on a private basis before 1933 (ibid., p.505). It was said 
that about 50% of private placements had been brought to the insurance 
companies by investment bankers (ibid., p.505). But it was only after the mid- 
1930s that the practice of private placement acquired increasing importance as 
a means of corporate financing. 

61. TNEC, part 10-A, pp.131—32. The figures, however, do not include 
notes sold to commercial banks. Also see Statement of R. McLean Stewart, 
Hearings Before the House committee on interstate and Foreign Commerce, 
ibid., p.366. R. McLean Stewart was a vice-president of Harriman, Ripley & 
Co. and Chairman of the Securities Act Committee, Investment Bankers 
Association of America. 

62. Ibid., p.383. 

63. Ibid., рр.434—40. The securities issues directly purchased by the 
Rockefeller group from the issuers in 1938 included those of Equitable Life 
($241,990,000), Metropolitan Life ($163,455,000), Chase National Bank 
($45,333,000), and Travelers Insurance ($24,625,000). The purchases by 
Morgan-First National group consisted of those of Prudential Insurance 
($87,900,000), New York Life ($32,315,000), Mutual Life ($27,825,000), 
Aetna Life ($2,250,000), Guaranty Trust ($11,333,000), Bankers Trust 
($7,800,000), First National Bank ($3,000,000), and J. P. Morgan ($1,334,000). 
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64. Ibid., p.456. In 1938, the "Big-Five", in addition to securities issues 
purchased directly from the issuers, bought an aggregate of $181,000,000 of the 
publicly offered securities, which represents 13.49% of total amount. 

65. Ibid., p.434, p.559. 

66. Ibid., p.434. 

67. Ibid., pp.434—5. The effect of the increase in private placement on the 
public was summarized by one of the witnesses as follows: 


They [the large insurance companies and commercial banks] have obtained 
the best securities of United States corporations, the best of them. They have 
taken them, and other people throughout the country, the saving bankers, the 
smaller institutions and other investors have been denied the opportunity of 
getting any part of that great amount of high-grade corporate securities. 
(Statement of R. McLean Stewart, ibid., p.383) 


68. U.S. House, ibid., p.366, p.557. The percentage of private placement 
was 4896 in 1940. 

69. Jacoby and Saulnier, Term Lending to Business, 1942, p.104. 

70. For a detailed account of industrial concentration in 1930s, see TNEC, 
Monograph No.21, Competition and Monopoly in American Industry, 1940. 

71. For details, see Chapters 4, 5, and 8. 


PART TWO 


The Big Three 


CHAPTER 4 


Morgan-First National Group 


The Morgan-First National group remained the largest financial- 
industrial group in the 1930s. Through its four banks and three big 
insurance companies, the group continued to dominate strategically 
important industries such as automobile (with Du Pont interests), steel, 
electrical equipment, and telephone. The empire also extended its 
domain to tire, chemicals, and merchandising. But its leadership in 
finance and banking had been taken over by the Rockefeller group 
which, following the Chase National Bank-Equitable Trust merger in 
1930, had emerged as the dominant financial power. By the end of the 
1930s, the role of Rockefeller financial institutions in the financial 
affairs of many companies dominated by Morgan-First National had 
greatly increased in importance. 


THE FOUR MORGAN-FIRST NATIONAL BANKS 


The four banks in the Morgan-First National group showed a slight 
increase in their commercial and industrial loans in the late 1930s. In 
1935, the loans held by J.P. Morgan & Co., First National Bank of New 
York, Guaranty Trust, and Bankers Trust totaled $938,000,000. By 
1941, the amount had risen to $983,000,000, an increase of 4% in seven 
years.! The increase was mainly due to the $170,000,000 increase in 
loans held by Bankers Trust during the period. Despite the absolute 
increase, the relative share of the four banks in the total amount of 
loans held by New York banks fell from 27% in 1935 to 25% in 1941.2 
The share of Chase National Bank, in sharp contrast, increased from 
18% to 21% in the same period. 
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Several changes occurred in the loan portfolio of the four banks 
during the late 1930s. One of the important changes was a sharp decline 
in railway loans. The railroad industry, to which the Morgan-First 
National banks had made large loans in the years after the stock market 
crash, greatly reduced its borrowings from banks after 1931—32.? Of the 
more than $400,000,000 term loans made by the four banks in 1937— 
41, only $31,000,000 represented loans to railroads. Moreover, these 
loans were concentrated on a very small number of railway systems 
closely affiliated with the Morgan-First National interests: New York 
Central ($12,500,000), Southern Pacific ($14,000,000), and Southern 
Railway ($4,500,000).4 

Tn addition to term loans, First National Bank of New York made 
short term loans to two other railroads in 1938: $8,000,000 to Northern 
Pacific and $7,000,000 to Chicago, Burlington & Quincy. Both loans 
were repaid within six months. As a result, although railway loans 
continued to form an important part of the loans held by some of the 
four banks, that industry’s percentage of the total amount of loans held 
by the banks, including term loans and short term lendings, dropped 
from 15% in 1931 to 3% in 1941. First National Bank of New York, the 
bank most dependent on railway loans, reduced its lendings to railroads 
from 25% in 1931 to 1796 in 1941. At J.P. Morgan & Co., the decrease 
was even sharper, from 15% in 1930 to 4% in 1941.6 And, Bankers 
Trust, which had participated in several railroad loan syndicates after 
the stock market crash, had no term loans to railroads in 1941. 

Loans to utility industry by the Morgan-First National group also 
declined sharply during the late 1930s. Before and also shortly after the 
onset of the Depression, utility financing constituted an important part 
of the loans held by the four banks.” In 1930, loans to this sector were 
the largest item in the J.P. Morgan & Co.'s portfolio, accounting for 
over 30% of the amount. Utility loans also represented a substantial 
portion of the loans of both Guaranty Trust and Bankers Trust in the 
same year. The Public Utility Holding Company Act of 1935, which 
subjected the utility industry to increasing government regulation, 
greatly weakened the Morgan-First National utility empire, and resulted 
in the reduction of Morgan-First National loans to this sector. 
Moreover, as we shall see later, the increasing dominance of 
Rockefeller’s financial institutions in the field of utility financing after 
the mid-1930s also contributed to the decline of the Morgan-First 
National group in this area of finance.® By 1941, the total amount of 
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utility loans held by the four banks of the Morgan-First National group 
had declined to $30,000,000 and represented only 3% of the banks’ 
loan portfolio, as compared with more than $70,000,000 in loans and 
more than 5% in total lending in 1930. 

The banks of the Morgan-First National group, however, 
succeeded in partially offsetting the decline in railway and utility loans 
by increasing their term loans to other industrial sectors. The oil 
companies were among the main beneficiaries of the change in the 
banks’ lending policy in the late 1930s. In the early 1930s, the only 
term loan made to an oil company by the Morgan-First National 
interests was a loan to Cities Service Co.? By 1941, the outstanding 
loans to the oil industry exceeded $60,000,000 and accounted for more 
than 796 of the loan portfolios of the four banks. The largest borrower 
was the Cities Service group. Loans by Guaranty Trust to three 
companies in the Cities Service group in 1940 totaled $23,000,000.!° 
The second largest loan, amounting to $10,000,000, was made by 
Bankers Trust to Gulf Oil Corporation in 1940 through a loan syndicate 
managed by Union Trust. Guaranty Trust and J.P. Morgan & Co. also 
provided Continental Oil with a $10,000,000 five-year loan in 1941, the 
former sharing 85% and the latter 15% of the lending.!! The other large 
borrowers were Pan-American Petroleum & Transport and Tidewater 
Associated Oil. In 1941, the former was indebted to Guaranty Trust in 
the amount of $2,500,000 and to Bankers Trust for another amount of 
$6,500,000. '2 The loans to Tidewater Associated Oil consisted of two 
loans: $5,000,000 in 1-10 year notes and $7,000,000 in a five-year loan, 
both contracted in 1940. First National Bank of New York managed the 
syndicate that provided for the $7,000,000 loan, in which five banks 
participated.!? Guaranty Trust also held a loan of $3,000,000 to 
Plymouth Oil in 1941.14 

Another change in the loan composition of the banks was the rapid 
rise in the proportion of loans made to the aircraft industry. Until the 
end of the 1930s, the four Morgan-First National banks, like the other 
major New York banks, had no loans to aircraft manufacturing 
companies. As government military expenditures gained increasing 
momentum in early 1940s, loans to the military sector, particularly the 
aircraft manufacturers, spiraled. By 1941, the four banks had loaned 
more than $32,000,000 to four aircraft manufacturing companies. The 
largest loan, for $22,000,000, was made in 1941 by Guaranty Trust to 
the Glenn Martin Company of Maryland. Other borrowers of the 
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Morgan-First National banks were Lockheed Aircraft and Fairchild 
Aviation, which received $7,500,000 and $2,870,000 respectively.!5 All 
of the loans made by the banks were one-year loans and used by the 
borrowers to finance military contracts. 

The diversification in the lending activity of the Morgan-First 
National group also resulted in a new territorial division among the four 
banks with respect to new loans. Until the early 1930s, the four banks 
were closely associated with one another in large loans made to 
railroads, utilities, and for automobile sales financing. They also 
cooperated in other important undertakings. Thus, the names of thc four 
banks appeared in the various loan syndicates that financed the Van 
Sweringen railway system after the stock market сгаѕћ.!6 The four 
banks also jointly financed International Telegraph and Telephone, 
subsidiaries of United Corporation, and General Motors Acceptance 
Corporation in the years immediately before and during the Depression. 
When J.P. Morgan & Co. formed the stock pool in 1929 to support the 
stock prices of companies affiliated with the Morgan-First National 
interests, the four banks were among the seven pool participants, six of 
them each contributing 16% of the funds needed for the operation of 
the pool.!7 

During the 1930s, the four banks continued to participate 
collectively in the important loan syndicates that financed corporations 
closely affiliated with the Morgan First National interests, such as 
International Telegraph & Telephone, General Motor Acceptance 
Corp., and U.S. Steel. But a new territorial division emerged with 
regard to railway and utility loans and loans made to companies outside 
the Morgan-First National group. Bankers Trust, which had participated 
in the various railroad loans with the other three banks before and 
immediately after 1929, completely withdrew from railroad financing 
in the late 1930s, and participated in none of the three important 
railway loans managed by Morgan-First National banks between 1938- 
41.28 Instead, the bank, with few exceptions, represented the Morgan- 
First National interests in important loan syndicates organized by other 
banks for local enterprises outside of the group. In the loan syndicates 
organized by Chase and other banks for local utilities and enterprises 
between 1937-41, Bankers Trust was the only Morgan-First National 
bank that participated in the loans.!? These included the loans to Ohio 
Power ($10,000,000) and Safeway Store ($14,000,000) organized by 
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Table 4-1: Participants in U.S. Steel $50,000,000 3-yr loan 
syndicate (1938) 


New York % 
Morgan-First National group 
First National Bank of N.Y. 11,000,000 
Guaranty Trust 9,000,000 
Bankers Trust 5,000,000 
J.P. Morgan & Co. 3,000,000 
28,000,000 56 
Others 
Chase National Bank 8,000,000 16 
National City Bank (N.Y.) 5,000,000 10 
New York Trust 1,500,000 3 
Outside N.Y. 
Chicago 
Continental 111, Nat'l Bank 3,000,000 6 
First National Bank (Chi) 1,000,000 2 
Pittsburgh 
Union Trust 2,000,000 4 
Mellon National Bank 1,500,000 3 
50,000,000 100 


Agent bank: First National Bank of N.Y. 
U.S. Steel Corp.'s Amendment to Registration Statement to SEC (1938), p.23. 


Chase; to Household Finance ($15,000,000) and Allis-Chalmers 
($10,000,000) by First National Bank of Chicago; and to Gulf Oil 
($50,000,000) and Lone Star Gas ($26,000,000) by Union Trust. 
Guaranty Trust, on the other hand, withdrew almost completely 
from utility financing but played a major role in financing the railroads, 
oil, tobacco, copper and military production. With the exception of a 
$5,000,000 loan made to Associated Gas & Electric in 1941, the bank 
made no new loan to the utility industry between 1938-41. On the 
contrary, it was the largest participant in the three important railway 
loans sponsored by Morgan-First National interests in 1938-41 with a 
20% share in the $25,000,000 New York Central loan, 50% share in the 
$20,000,000 Southern Pacific loan, and a 25% share in the $10,000,000 
Southern Railway loan. The bank also managed and had a 4296 
participation in the $25,000,000 loan made by five banks to the 
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American Tobacco Co. in 1939.20 Guaranty Trust was also the only 
bank of the group that financed Plymouth Oil Co., an oil company 
which worked closely with Continental Oil. Its loan to the oil company 
exceeded $3,000,000 in 1941. And as we shall see later, when Cities 
Service Oil needed funds for its refinancing in 1938, Guaranty Trust led 
a loan syndicate that provided the company with $25,000,000. Together 
with J.P. Morgan & Co., Guaranty Trust also made a $10,000,000 loan 
to Continental Oil, sharing 85% of the financing. 

The territorial division among the four Morgan-First National 
banks extended also to loans made to the aircraft industry. The First 
National Bank of New York did not take part in the financing of this 
sector, leaving the loan market to be divided among the other three 
banks. Guaranty Trust, the largest of the four banks, took over the 
financing of Glenn Martin. The bank also joined the First National 
Bank of Boston and two other banks in extending a $6,000,000 credit to 
Republic Aviation in 1941.2! Bankers Trust financed Fairchild 
Aviation, whose loans from the bank totaled $2,870,000 in 1941. 
Bankers Trust also joined J.P. Morgan & Co. in the loan syndicate that 
extended $30,000,000 credit to Lockheed Aircraft. J.P. Morgan & Co. 
participation in the loan was 15% and that of Bankers Trust was 10%. 

The Depression years also accelerated the change that had been 
occurring in the relative positions of the four banks within the Morgan- 
First National group. The shares of J.P. Morgan & Co. and First 
National Bank of New York, already eroded by the banking 
consolidation movement in the 1920s, were further reduced during the 
1930s. J.P. Morgan & Co.'s assets, which totaled $700,000,000 in 
1929, remained almost unchanged in 1941, while its loans dropped 
from $162,000,000 to $62,000,000 during the same period.?? The 
Banking Act of 1933, under which the bank was required to divest its 
investment banking business in order to continue its commercial 
banking business,? greatly restricted the scope of its financial activity, 
thus hastening its relative decline. 

The First National Bank of New York also reduced its share within 
the group, though not as drastically as that of J.P. Morgan & Co. The 
bank's assets rose from $564,000,000 in 1930 to $960,000,000 in 1941, 
but its outstanding loans declined from $152,000,000 to $50,000,000 in 
the same period. More than the other three banks, First National had 
been deeply involved in railroad finance since the end of the nineteenth 
century, and the railroad industry was the industry that had been hardest 
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hit by the Depression. The sharp decline in the demand for railway 
loans, coupled with the traditional tendency of the bank to confine its 
borrowers to a small number of corporations within the Morgan-First 
National group, greatly contributed to the sharp contraction of its loan 
portfolio (see Table 4-4). 

In contrast, both Guaranty Trust and Bankers Trust recovered 
comparatively well during the late 1930s, both in assets and in loans. 
As of 1940, Guaranty Trust had assets of $2,700,000,000 and Bankers 
Trust assets of $1,500,000,000, $700,000,000 and $700,000,000 more 
than their respective assets in 1929.24 Though the loans held by both 
banks in 1941 were still considerably below 1930 levels, the combined 
share of the two banks in the loans held by the Morgan-First National 
group increased from 76% in 1930 to 85% in 1941. Free from the 
unfavorable factors that dragged down the other two banks and backed 
by their growing assets, both Guaranty Trust and Bankers Trust were 
able to take advantage of the increasing demand for term loans to 
expand their financial domain in the important industrial sectors. The 
increase in the importance of the two banks within the Morgan-First 
National group was to continue in the decades that followed and 
eventually led to the consolidation of First National Bank of New York 
with National City Bank in 1955 and that of J.P. Morgan & Co. with 
Guaranty Trust in 1958.25 

Though the four banks of the Morgan-First National group 
sometimes financed the borrowing corporation alone, most of the large 
loans were made in association with other major banks, especially with 
National City Bank of N.Y. and Chase National Bank. The close 
cooperation between the four Morgan-First National banks and the 
other two banks in the financial market dated back to the pre- 
Depression years and continued without interruption during the 
Рергеѕѕіоп.26 In 1937-41, the two banks were given large shares in loan 
syndicates which the Morgan-First National interests organized for 
railroad, utility, automobile sales finance, tobacco, and aircraft 
industries; they were major participants in loans to Commonwealth & 
Southern and its two subsidiaries?” and to General Motors Acceptance 
Corp., U.S. Steel, and American Tobacco Со.28 Although National City 
cooperated more closely with Chase than with the Morgan-First 
National group in the late 1930s, the bank was included in some 
important loan syndicates in which Chase was not a participant, among 


Table 4-2: Participants in loan syndicates for Commonwealth & Southern, Ceorgia Power, and Alabama Power 
(1941) (in thousands of dollars) 


Commonwealth & 


Southern Georgia Power Alabama Power 
($17,000) % — ($13,000) % (512,000) 95 
Morgan-First National group 
Bankers Trust 5,000 2,000 1,765 
First National Bank of N.Y. 2,500 2,500 1,520 
7,500 44.1 4,500 33.3 3.285 27.4 
Other New York banks 
Chase National Bank 5,000 294 5.000 37.0 3,520 29.3 
National City Bank of N. Y. 3,000 17.6 3,000 22.2 1,940 16.2 
Central Hanover BK. & T. 1,500 8.8 1,000 72 1,100 9.2 
17,000 100.0 13,500 100.0 9,845 82.0 
9 local banks in Georgia and Alabama - - 2,155 18.0 


Sources: C & F Chronicle, February 15, and 22, 1941, January 24, 1942. 

Agent Bank: Bankers Trust. 

Remarks: Commonwealth & Southern was controlled by United Corporation. Georgia Power and 
Alabama Power меге subsidiaries af Commonwealth & Southern. 
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them the $5,000,000 International Telegraph & Telephone Co. loan in 
1938 and the $10,000,000 Southern Railway loan in 1941.29 National 
City reciprocated by according the Morgan-First interests a larger 
participation in the loan syndicates it organized. In the $35,000,000 
Anaconda loan syndicate organized by National City in 1940, Guaranty 
Trust was given a 40% share, while Chase participation in the loan was 
only 2090.30 

The four Morgan-First National banks also closely collaborated 
with the three major life insurance companies—Prudential, New York, 
and Mutual—in their financial activities. The banks and the insurance 
companies divided the loan market among themselves and joined one 
another in purchasing notes and bonds from particular borrowers. The 
four banks played a leading part in providing loans to oil companies 
outside the Standard Oil group, military, utility, and foodstuff 
enterprises. The three life insurance companies, on the other hand, 
represented the Morgan-First National interests in financing the large 
utility, American Telegraph & Telephone, the Standard Oil companies, 
and some big department stores.?! In the automobile sales financing 
sector, the banks and the insurance companies often divided the loans 
among themselves. In the $50,000,000 loan made to General Motors 
Acceptance Corp. in 1939, for example, the four banks of the Morgan- 
First National group, together with Chase, National City, and Central 
Hanover & Trust, provided $30,000,000 while Prudential, Mutual, and 
a third insurance Company (Metropolitan) provided the remaining 
$20,000,000.32 


J.P. MORGAN & CO. 


Together with First National Bank of New York, J.P. Morgan & Co. 
remained the core of the Morgan-First National group in the 19305.23 In 
1934, two of the bank's partners sat on the board of Guaranty Trust and 
another two partners were directors of Bankers Trust.?4 J.P. Morgan & 
Co. itself, which had held large amounts of stocks in the two trust 
companies prior to World War I, remained a stockholder in both 
institutions.45 In addition to its stockholdings in the two trust 
companies, the bank was also a stockholder in National City Bank.?$ In 
1941, J.P. Morgan & Co. maintained its controlling position despite 
being outstripped by the two trust companies in the group in assets and 
lending. The bank's assets totaled $700,000,000, the smallest among 


112 American Commercial Banks in Corporate Finance 1929-1941 


the four banks in the Morgan-First National group.?? Its outstanding 
loans, $63,000,000, exceeded First National's $50,000,000 but lagged 
far behind Guaranty Trust's $550,000,000 and Bankers Trust's 
$320,000,000. 

The Great Depression affected J.P. Morgan & Co. more than it did 
the other three banks of the group. Shortly after the Democratic Party 
took control of Congress and government, the bank became the main 
target of a public campaign against Wall Street.95 More than other 
banks, J.P. Morgan & Co. was accused of its extensive use of holding 
company to promote industrial combination and to engage in stock 
manipulation. In the three congressional investigating committees 
which followed in succession—stock exchange practices investigation 
(1933-34), munitions industry investigation (1934--43), and 
investigation of railroads, holding companies, and affiliated companies 
(1937-42)—1he bank's business operation was vehemently attacked.40 
Although the investigations resulted in no legal action against the bank, 
they did seriously disrupt its normal activity. 

J.P. Morgan & Co. did not make any term loans in the early 
depression years, nor was it a participant in the term loan syndicates 
formed in the mid-1930s.*! The bank had followed the policy of 
confining its lending to the major Morgan-First National corporations 
whose demand for longer term capital had declined sharply with the 
onset of the Depression.? It was only in 1936-7 that the name of J.P. 
Morgan & Co. appeared as a participant in two loan syndicates: the 
$22,000,000 one-five year loan to New York Central R.R. in 193643 
and the $8,500,000 one-five year loan to Niagara & Hudson in 1937. 
Both New York Central and Niagara & Hudson were part of the 
Morgan-First National empire. J.P. Morgan & Co. headed the loan for 
Niagara & Hudson in which six banks participated. 

J.P. Morgan & Co.'s term loan holdings increased slowly but 
steadily after 1937. In 1938, three corporations within the Morgan-First 
National group received term loans from the bank: New York Central 
($2,500,000),*5 U.S. Steel ($3,000,000),46 and International Telephone 
& Telegraph ($1,335,000).4” The loan to International Telephone & 
Telegraph was headed by the bank and the other two by First National 
Bank of New York. Other corporations of the group, including General 
Motor Acceptance Corp., American Radiator & Standard Sanitary Co., 
and Associated Dry Goods, joined the list of borrowers in the following 


Table 4-3 Main borrowers of J.P. Morgan & Co. (1941) 


Amount 
Outstanding (1941) 


J.P.Morgan's 
parücipation % 
International Tel. & Tcl 1938 42 $1,335,000 267 
due 1948 
New York Central ^ 4 2,500,000 10.0 
due 1942 
Am. Rad. & St. Sa. 1939 1173-49 556,000 7.0 
1942-9 
Panlandie East Pipeline 1939 1-3/ 400,000 36 
1042-5 
General Motors Acc. Corp. 1941 5-уг 2,500000 * 50 
Household Finance 1940 1943-6 750,000 5.0 
Youngstown Steel ы 1941-47 700,000 6.6 
Associated Dry Goods 1941 5-уг 500,000 50.0 
Amcrican Tobacco X short term 4,000,000 5.3 


$1,260,000 NCB, FNB(N.Y.), 
Gua. T, FNB(N. Y.) 


2,000,000 Gua T, and 
ЕМВ (N.Y ), 
Irving 
417,000 FNB(N.Y.) and 
others 
400,000 NCB and others 
2,500,000 FNB(N.Y.) and 6 
Others 
700,000 FNB(Chi), others 
600,000 NCB and 10 others 
500,000 Guaranty Trust 
4,000,000 Guaranty T. and 


others 


Table 4-3 (continued) 


J.P.Morgan's Amount 
articipation — 96 Outstanding (1941 
Luzene County Gas & Е. ~ 11/5 900,000 100.0 500,000 - 
1942-48 
Southern Railway Я 3-уг 1,000,000 10.0 800,000 Guaranty T. and 
others 
Continental Oil T 5-yr 1,500,000 15.0 1,500,000 Guaranty T. 
Remington Rand ak 12/4 500,000 20.0 500,000 NCB, Chase and 
1942-6 others 
Lockheed Aircraft 194] l-yr 4,500,000 14.5 4,500,000 NCB, Chase and 
others 
14 borrowers 20,177,000 


Outstanding loans of J. P. Morgan & Co. in 1941: $63,918,000 

% of 14 borrowers: 31.5% 

*: estimated amount. 

Remarks: the bank also had an unknown amount of seven-year loan to American 
Solvay. 
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years, thus contributing to the further expansion of the bank’s loan 
portfolio. As of 1941, 14 borrowers accounted for 31% of the 
$63,000,000 loans held by the bank. All of the 14 loans, except a 
$4,000,000 short term Ioan to American Tobacco, were loans that 
matured in one year or more. Eight of the loans, totaling $13,000,000, 
went to corporations within or closely connected to the Morgan-First 
National group. Outside the group, the largest loan was a $4,500,000 
one-year loan to Lockheed Aircraft which the bank made through a 
syndicate managed by Bankers Trust in 1941.48 


FIRST NATIONAL BANK OF NEW YORK 


Like J.P. Morgan & Co., First National Bank of New York had no term 
loans in the early years of the Depression, nor did the bank actively 
participate in term lending in the mid-1930s. The bank was the fiscal 
agent of some of the largest corporations in the Morgan-First National 
group, including U.S. Steel, New York Central, and Great Northern, 
and it had been the traditional policy of the bank to concentrate its 
lending on the group's major members.’ Since the large corporations 
of the Morgan-First National group had very little demand for longer 
term capital up to the mid-1930s, the bank, like J.P. Morgan & Co., 
made very few term loans in this period, although it occasionally 
provided loans to affiliated railroads for short-term purposes. 

One of the few term loans First National Bank made between 1934 
and 1937 was a five-year loan to Tidewater Associated Oil in 1935. The 
bank had been the oil company's agent bank since the turn of the 
century, and this loan was consummated through a $18,000,000 loan 
syndicate organized by the bank itself. Eight New York banks, 
including First National Bank, participated in the Іоап.50 First National 
Bank's share in the loan was $4,800,000. Another term loan made by 
the bank was a three-year loan granted to New York Central through a 
syndicate headed by the bank itself.5! This loan represented the renewal 
of part of the loan balance of a demand loan made to the railroad in 
1931 in association with other banks. Other term loan in which First 
National Bank was a participant was a $8,500,000 one-to-five-year loan 
managed by J.P. Morgan & Co. for Niagara & Hudson in 1937.52 

Only after 1937 did term loans begin to form an important part of 
the bank's loan holdings. In 1938, several Morgan-First National 


Table 4-4: Main borrowers of First National Bank of New York 


Amount 
Amount % Outstanding 
of Joan (1941) 
Railroad 
New York Cent.* 1938 4 5,000,000 20.0 4,000,000 Guaranty T. and 3 
due 1942 others 
Southern Pacific* 3 179 4,000,000 20.0 3,900,000 Guaranty T. and 
1942-45 others 
Southern К. W*. 1941 3-yr 1,000,000 10.0 800,000 Guaranty T. and 4 
others 
8,700,000 
Utility* 
Int'] Tel & Tel 1938 4/51 780,000 15.6 730,000 NCB and others 
943-6 
Pand. East Pipeline* 1941 1-І 17) 550,000 4.9 550,000 NCB and others 


1942-5 


Table 4-4 (continued) 


Amount 
Amount % Outstanding 
of loan (1941) 
Com. & Southern* 2118 2,500,000 14.7 1,910,000 Chase and others 
1941-9 
Georgia Power* a 2113 2,500,000 18.5 2,340,000 Chase and others 
1941-7 
5,530,000 
Others 
American Can* 1939 due 1949 10,000,000 100.0 10,000,000 РЯ 
Am. Red. & St. Sa* *" — 1"/9-25fg 5500000 68.8 4,120,000 ЕМВ (Chi) 
J.P. Morgan 
Bethlehem Steel 1940 1! 1/4-2.6 2,000,000 10.0 2,000,000 Chase and others 
1943-50 
Youngstown Steel ш due to 1947 490,000 4.6 420,000 NCB and 10 others 
500,000 425,000 
Tidewater Ass. Oil * 174 2,000,000 20.0 4,000,000 Chase and others 
1942-5 
General Motor Acc. 1939-43 due to 10,000,000 15.2 9,000,000 Guaranty T. and 6 
Corp.* 1950 others 


Table 4-4 (continued) 


29,965,000 
13 borrowers 41,495,000 


Outstanding loans of the bank in 1941: $50,570,000. 
% of 13 borrowers: 87.4% 


*: corporations within the Morgan-First National group. 
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corporations entered the loan market for new capital and First National 
Bank of New York took the lead in supplying their needs. In the middle 
of 1938, when unfavorable conditions of the securities market 
prevented U.S. Steel from floating a bond issue to finance its large 
construction projects, the bank organized a one-to-three-year 
$50,000,000 loan syndicate in which eleven banks participated, seven 
from New York, two from Chicago, and two from Pittsburgh.5? АЙ four 
banks of the Morgan-First National group participated in the loan with 
a combined share of 58%; First National Bank's 22% share in the loan 
was the largest among the eleven participants. This loan was repaid by 
U.S. Steel in six months. 

In the same year, First National Bank headed another syndicate to 
supply New York Central with a $25,000,000 two-year loan. This loan 
replaced the term loan which the bank had made to the railroad with a 
group of banks in 1936. The loan had six participants, including three 
from the Morgan-First National group. First National Bank and 
Guaranty Trust each provided $5,000,000 and J.P. Morgan & Co. 
supplied $2,500,000.5* In addition to organizing loan syndicates for 
U.S. Steel and New York Central, First National Bank also participated 
with a 16% share in a syndicate organized by J.P. Morgan & Co. to 
provide International Telegraph & Telephone with a $5,000,000 ten- 
year loan in 1938.55 

The term loans portfolio of First National Bank expanded further in 
1938-41. Eleven new loans were added to the bank's Ioan holdings 
during this three-year period, seven of them to corporations within the 
Morgan-First National group. The maturity of these loans ranged from 
five to ten years. The largest was the $10,000,000 ten-year loan to 
American Can in 1939, which the bank financed alone.56 $9,000,000 
was lent to the General Motors Acceptance Corporation: $5,000,000 as 
part of a $50,000,000 five-year loan in 1939,57 and another $4,000,000 
as part of a $10,000,000 ten-year loan made in association with two 
national banks in New York in 1940.58 First National Bank also 
organized the loan syndicate that provided a $8,000,000 ten-year loan 
to the American Radiator & Standard Sanitary Co. in 1939, in which 
five banks participated, including First National Bank and J.P. Morgan 
& Co. First National Bank's share in the loan, $5,500,000, accounted 
for 68% of the total бпапсіпр.59 Other corporations of the Morgan-First 
National group which the bank helped finance were Commonwealth & 
Southern and its subsidiary, Georgia Power® and Panhandle Eastern 


120 | American Commercial Banks in Corporate Finance 1929-1941 


Pipeline.$! Its share in the loans to Commonwealth & Southern and 
Georgia Power amounted to $5,000,000 and was the fourth largest 
among the participants. 

As of 1941, the bank's outstanding term loans to ten corporations 
of the Morgan First National group reached $36,000,000 and accounted 
for 75% of its loans (see Table 4-5). Together with the loans granted to 
these corporations by the other three banks of the group, these loans 
served to promote a closer financial tie among the borrowing 
corporations through the intermediary of the banks and assisted them in 
consolidating their positions in their respective industries. Other 
corporations which had term loans from First National Bank were 
Tidewater Associated Oil, Bethlehem Steel, and Youngstown Steel. 
The loans to the two steel companies were made through participation 
in loan syndicates headed by other banks in 1940.9? Though small in 
amounts, the banks' participation in the two steel loans, together with 
the participation of Bankers Trust and J.P. Morgan & Co. in the same 
loans, contributed to an enhancement of Morgan-First National's 
influence over the steel industry.$? Unlike the three other banks of the 
Morgan-First National group, First National Bank made no loans to the 
military, either term loans or short-term loans. 


GUARANTY TRUST 


With assets of $2,700,000,000, Guaranty Trust ranked third among 
commercial banks in 1941 and was the largest among the four banks 
within the Morgan-First National group. Its $550,000,000 in 
outstanding loans was also the largest in the group. Like the other 
major banks, the bank's biggest investment item was U.S. Government 
bonds. As of 1941, U.S. Government bonds comprised 4146 of the 
bank's total assets as compared with 20% represented by loans. The 
respective percentages of the two items in the bank's assets in 1935 
were 37% and 32%. 

Together with Chase and National City Bank, Guaranty Trust was 
one of the largest participants in the early term loans. In 1930, the bank 
headed the loan syndicate that financed the American & Foreign Power 
Co. with a $50,000,000 two-year loan and provided 20% of the 
amount.® It also managed the loan syndicate that converted a 
$21,500,000 six-month loan to United Gas Corporation into a three- 
year loan in 1933, in which it had a 11.6% participation.$6 Both 
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American & Foreign Power Co. and United Gas Corporation were 
subsidiaries of Electric Bonds & Shares Co., one of the two utility 
holding companies which, until the mid-1930s, comprised the Morgan- 
First National utility empire. When the loan syndicate headed by 
National City Bank replaced the $70,000,000 demand loan to 
Anaconda Copper Mining Co., granted in 1930-31, with a two-year 
loan in 1932, Guaranty Trust was one of the three participating banks.57 
Its share in the loan, 40%, was equal to that of National City Bank. 
Guaranty Trust alone also made a $7,500,000 four-year loan to 
Southwestern Development in 1930.68 In 1933, the bank's outstanding 
term loans to the four borrowers aggregated $45,000,000.5? 

Unlike J.P. Morgan & Co. and First National Bank, Guaranty Trust 
was less dependent on borrowing by corporations of Morgan-First 
National group. The bank had a broader range of depositors and a larger 
amount of deposits and thus could expand the scope of its lending and 
maintain a more diversified loan portfolio. Hence, when the major 
corporations in the Morgan-First National group borrowed very little in 
the mid-1930s and some of the corporations of the group even repaid 
the loans which they had received from the bank in the early depression 
years, the bank directed part of its growing resources to making term 
loans to corporations outside the Morgan-First National group. 
Between 1935 and 1937, Guaranty Trust participated in more than eight 
terms loans. All but two of the borrowers were corporations outside the 
Morgan-First National group. 

Among the term loans sponsored by other Morgan-First National 
banks for corporations outside the Morgan-First National group in 
which Guaranty Trust was a participant were a $18,000,000 loan to 
Tidewater Associated Oil in 1935 and another $10,000,000 loan to 
RCA in 1937.7? A one-to-five year loan, the Tidewater Associated Oil 
loan was organized by First National Bank of New York and 
participated in by eight banks. The loan to RCA was also a one-to-five 
year loan, but managed by Bankers Trust. Guaranty Trust also had a 
participation in the loan syndicate headed by First National Bank of 
New York to replace part of the demand loan granted to New York 
Central in 1931-32 with a $22,000,000 one-to-five year loan in 1936.7! 

In loan syndicates formed under the sponsorship of banks outside 
the Morgan-First National group, Guaranty Trust was also an active 
participant. The bank took part in the two syndicates headed by 


Table 4-5 Main borrowers of Guaranty Trust (1941) 


Outstanding 


Railroad (5) 
New York Central 
Southern Pacific 


Southem Railway 
St. Louis & S. F. 


Erie 


Utility(5) 
Am. & Foreign Pr. 


Associated Gas & E 
Arkansas Loui. Gas 


International Tcl. & Tel. 
Mississippi River Fuel 


due 1948 — $4,000,000 

2-34 9,724,000 

1942-5 

1942-4 2,000,000 

= 1,500,000 

— 450,000 
17,674,000 


due 1942- 2,320,000 
6 

2'14% 5.000.000 
1946 


due 1,780,000 

1941-4 

10-уг 454,000 

10-уг 4.000.000 
13,554,000 


% of loan 


(1941 


FNB(NY), 4 others 
FNBA(NY), 8 others 


FNB(NY), 4 others 


Chase, 4 others 
FNB(NY), 3 others 


Chase, NCB(NY), Banker T. and 9 others 


Central Han. B. & T. 


NCB(NY), 3 others 


у Soo eee 


l'able 4-5 (continued) 


Outstanding % of loan 


(1941) 
Mining, Mfg, and others(21) 
Military 
G. Martin & Co. 1-уг 22,000,000 100.0 = 
Republic Aviation 5-yr 1,500,000 25.0 FNB(Bost), 2 others 
Oil 
Cities Service Oil (Del.) 1945 10,354,000 50.0 Chase and others 
Cities Sevice Oil (Pa) ы 5,000,000 100.0 — 
Indian Territory Il]. 1942 6,400,000 100.0 — 
Pan Am. Pet. & T. 11/5 2,000,000 40.0 3 others 
1943 
Plymouth Oil 1944-6 3,100,000 100.0 — 
Continental Oil 5-yr 8,500,000 85.0 J.P. Morgan 
58,854,000 
Others 
Koppers & Co. due 1946 1,100,000 15.0 Union T., 2 others 
Anaconda Mining 12/4 8,000,000 40.0 NCB, Chase 
1941-5 
Southwestern Develop. 5-yr 6,700,000 100.0 — 


American Tobacco 1942-4 24,000,000 ** 25.0 Chase, others 


Table 4-5 (continued) 


Outstanding % of loan 
(1941) 
Brown Williamson — 15,000,000 380 RFC 
Warner Bros. 1942-4 1,300,000 33.0 N.Y. Trust, Cont. Illinois Nat’! 
Associated Dry G. due 1942 500,000 500 Irving T. 
May Department 1944-6 1.500,000 25.0 Chase 
58,100,000 
Finance 
Selected Industry 1942 8,900,000 1000 — 
Tri-Continental 1942 1,700,000 25.0 Centrai Han. B. & T. 
General Sharcholding due 1943 3,800,000 100.0 — 
Gen. Motors Acc. Corp. due 1943 5,000,000* 100 FNB(NY), 8 others 
Capital Administration due 1943 1,250,000 780  — 
137,604,000 
31 borrowers 168,823,000 


*: estimated amount. 


loans outstanding (1941): $550,800,000. 


% of 31 borrowers: 30.6% 
**: includes short term notes 
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Chase to finance Socony Vacuum and Consolidated Oil, both in 1935.72 
It was also a participating bank in the loan managed by National City 
Bank for Chile Exploration, a subsidiary of Anaconda, in 1936 in 
which it had a 40% interest.” In the $3,600,000 loan managed by 
Union Trust for Koppers Co., Guaranty Trust had a 15% 
participation."^ Other term loans in which the bank had an interest 
included a $2,500,000 participation in a $10,000,000 three-year loan to 
Tri-Continental Corporation, an investment company controlled by 
Seligman іпіегеѕіѕ.75 This loan was headed by Central Hanover which 
shared 75% of the amount." 

Though Guaranty Trust did not sponsor any term loan in the mid- 
1930s, it did make a $10,000,000 three-year loan to Selected Industries 
in 1937,77 another investment company also managed by Seligman & 
Co. Guaranty Trust had been engaged in a contest with a group of 
Cleveland capitalists for the control of the old Van Sweringen railroads 
since 1936, and the purpose of the loan was to enable the investment 
company to acquire additional stocks in Allegheny Corporation on 
Guaranty Trust's behalf so as to reinforce the bank's position? against 
the contestant. Shortly after the granting of the loan, the president of 
Guaranty Trust joined the board of directors of Selected Industries.7? In 
1938, Selected Industries held 50,000 shares of Allegheny 
Согрога!іоп.80 The investment trust also owned 1/6 of the United Light 
& Power's common stocks which Chase National Bank sold to a 
syndicate in 1936.8! 

Guaranty Trust’s term loan holdings continued to increase after 
1937 despite a sharp contraction of its loan portfolio in 1937-40,8? from 
$623,000,000 to $431,000,000. In the four years that followed, 
corporations within the Morgan-First National group and corporations 
close to Morgan-First National interests emerged as large borrowers 
and absorbed an increasing proportion of the bank’s lending resources. 
Among these borrowers were the three large railroad systems of the 
Morgan-First National group, which had entered the capital market for 
new financing. Between 1938-41, the three railway systems obtained a 
total of $55,000,000 term loans from banks$?—New York Central 
$25,000,000, Southern Pacific $20,000,000, and Southern Railway 
$10,000,000. Guaranty Trust supplied $17,000,000 of the total amount 
and was the largest participant in each of the loans with a share of 
20%,84 5095,85 and 2595,86 respectively. In the Southern Pacific loan, 
the bank itself organized and managed the loan syndicate. 
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Some of the large industrial and financial corporations of the 
Morgan-First National group, including U.S. Steel, General Motor 
Acceptance Corp., Continental Oil, International Telephone & 
Telegraph, and Associated Dry Goods, also borrowed substantially 
from Guaranty Trust after 1937. To U.S. Steel, the bank, through a 
$50,000,000 three-year loan syndicate organized by First National 
Bank of New York, loaned $9,000,00087 in 1938. General Motor 
Acceptance Corp. received in 1939 a five-year loan estimated at 
$5,000,000 as part of another $50,000,000 loan syndicate headed by 
J.P. Morgan & Co. in which seven banks and three life insurance 
companies participated. Together with J.P. Morgan & Co., the bank 
also provided Continental Oil with a $10,000,000 loan in 1941, sharing 
85% of the lending.5? The loans for the two other companies were 
much smaller: Associated Dry Goods received $500.0009? and 
International Telephone and Telegraph $480,000.9° Together, the 
amount of term loans granted to the three railroads and five other 
corporations within the Morgan-First National group between 1938 and 
1941 totaled $40,500,000 and accounted for more than 35% of the term 
loans made by the bank during that period. 

Though corporations of the Morgan-First National group as a 
whole absorbed the largest proportion of the term lendings of the bank 
after 1937, the large borrowings by two other corporations closely 
connected with the Morgan-First National interests also contributed to 
the bank's loan expansion. Cities Service Oil (Del.), one of the large oil 
companies that had developed a close financial tie with Morgan-First 
National interests during the Great Depression. continued to rely on 
Guaranty Trust for refinancing after the panic of 1937. In 1938, 
Guaranty Trust led a syndicate to provide the oil company with a 
$25.000.000 one-to-five year loan.?! itself providing $12.500.000 of the 
атои. The syndicate included two other New York banks, Chase 
and Central Hanover. each of them sharing $6.250.000 of the loan.” In 
addition to the loan to Cities Service Oil (Del.). Guaranty Trust also 
made loans to two other subsidiaries of the Cities Service Co.—a 
$5.000.000 one-five year loan to Cities Service Co. (Pa.) in 1938?* and 
another 57.000.000 one-five year loan to Indian Territory Illuminating 
in 1940.95 Both loans were financed by the bank alone. As of 1940. 
Guaranty Trusts” outstanding loans to the three oil subsidiaries of Cities 
Service Co. amounted to $23.000,000. more than any commercial bank. 
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Also joining the list of new borrowers was American Tobacco Co., 
the largest tobacco company in the United States. The company had 
maintained a close relationship with Morgan-First National interests 
even prior to the 1930's. During the Depression, the life insurance 
companies of the Morgan-First National group extended financial aid to 
the tobacco company by purchasing a $14,000,000 bond issue offered 
by the company, Prudential Insurance Co. providing $10,000,000 and 
Mutual Life $4,000,000.96 American Tobacco's financial needs 
increased in the late 1930s, and in 1939 it contracted a $24,000,000 
one-five year loan with a group of banks headed by Guaranty Trust?" 
Guaranty Trust provided $10,000,000, Chase National Bank 
$5,000,000, National City Bank $5,000,000, Bankers Trust $2,000,000, 
and Central Hanover $2,000,000. In addition to the term loan, the bank 
also made substantial amount of short term loans to the tobacco 
company, which totaled $18,000,000 in 1941.98 Guaranty Trust also 
had a $15,000,000 share in the $40,000,000 term loan granted by 
Reconstruction Finance Corp. to Brown- Williamson Co., a subsidiary 
of British Tobacco, in 1941.99 Together, loans to the two tobacco 
companies amounted to $40,000,000 in 1941 and represented more 
than 8% of the bank’s outstanding loans. 

Other corporations outside the Morgan-First National group that 
received term loans from the bank were Glenn L. Martin Co., and 
Anaconda Copper Mining Co. As of 1941, the bank’s outstanding term 
loans to these two borrowers amounted to $30,000,000. Glenn L. 
Martin Co., a leading aircraft manufacturer, entered into a credit 
agreement with the bank in 1941 for a $26,000,000 one-year loan to 
finance its expansion program.!% This amount was equivalent to 16% 
of the borrower's assets ($160,000,000) and provided the bank with a 
stronghold in military financing.!°! As of 1941, $22,000,000 of the 
$26,000,000 had been drawn by the borrower under the credit 
agreement.!©2 Guaranty Trust had been a regular participant in loans 
managed by National City Bank for Anaconda and its subsidiaries in 
the past and was given a 40% participation in the $35,000,000 one to 
five year loan syndicate when National City Bank led a new loan for 
the company іп 1940.193 This loan was reduced to $20,000,000 in 1941, 
thus leaving the bank with a loan balance of $8,000,000 in the same 
year, !04 

Of the $168,000,000 loans held by the bank in 1941 to 31 known 
borrowers, including term loans and short term loans, seven concerns 
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within the Morgan-First National group accounted for 1895 
($30,000,000) and nine concerns which relied primarily on Morgan- 
First National interests for their financing another 52% ($88,000,000) 
of the borrowings. National City group, through Anaconda, shared 4% 
of the $168,000,000 loans. Loan to Rockefeller group, represented by a 
$2,000,000 loan to Pan-American Petroleum & Transport, comprised 
only 1.2% of the amount. 5 With the exception of a $1,100,000 term 
loan to Koppers Co., Guaranty Trust had no loan to the companies of 
Mellon group. Nor did the bank have any share in loans originated by 
the First National Bank of Chicago or participate in financing the 
Cleveland and Pacific Coast borrowers. Bankers Trust, as we shall see 
later, represented the Morgan-First National interests in the financing of 
Mellon group and other large regional concerns since the late 1930s. 


BANKERS TRUST 


Of the four banks in the Morgan-First National group. Bankers Trust 
alone showed a steady increase in outstanding loans between 1935 and 
1941. During the seven-year period, the bank's loan holdings grew 
from $208,000,000 to $318,000.000, thereby contributing greatly to the 
loan expansion of the Morgan-First National group.!0$ Much of the 
increase was derived from the growth in the term loans held by the 
bank, which rose to more than $130,000,000 in 1941. The expansion of 
the bank's loan portfolio was accompanied by a proportional decrease 
in investments in U.S. Government bonds, which comprised 43.8% of 
its assets in 1935 but only 37.2% in 1941. This was in sharp contrast to 
the other three banks of the group, whose holdings of U.S. Government 
bonds rose steadily in proportion to the total assets in the same period: 
J.P. Morgan & Co., from 30% to 45%; First National Bank from 34.4% 
to 44.4%. and Guaranty Trust from 29.4% to 41.89.19 

Bankers Trust was also one of the major participants in the two 
early term loans made to subsidiaries of Electric Bonds & Shares Co.— 
a $50,000.000 2-year loan to American & Foreign Power in 1930 and 
another $21.500,000 3-year loan to United Gas Corporation in 1933. 
The bank's participations in the two loans were 16% and 11.6% 
respecüvely.? Like Guaranty Trust, Bankers Trust was not as 
dependent as J.P. Morgan & Co. and First National Bank of New York 
on corporations within the Morgan-First National group for its deposits 
and lending outlet. Thus. when the demand for longer term credit by the 
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major Morgan-First National corporations declined sharply in the mid- 
1930's, the bank increased its lendings by making term loans to 
corporate borrowers outside the Morgan-First National group. In 1935 
and 1937, Bankers Trust managed no less than four loan syndicates that 
provided term loans to steel, distilling, and machinery manufacturers. 

One of the term loans sponsored by Bankers Trust in the mid- 
1930's was a $5,000,000 one to five year loan made to Cleveland Cliff 
Iron Co. in 1935. This loan replaced part of the $25,000,000 short term 
loan which the bank and other banks made to the iron ore company in 
1930. Three banks participated in the loan: Bankers Trust, First 
National Bank of Chicago, and Cleveland Trust. Bankers Trust and 
First National Bank of Chicago each shared 40% and Cleveland Trust 
20% of the amount.!®? Another loan syndicate organized by the bank 
was a syndicate that provided Schenley Distillers with a $22,500,000 
one-five year loan in 1937, This loan was participated in by 21 banks in 
New York and other cities as well.!!° Bankers Trust's participation was 
22%, the largest among the participants. Shortly before making the 
loan, the bank also headed a $5,000,000 one-five year loan to Distiller 
Corp.-Seagram.!!! Bankers Trust was associated with Manufacturers 
Trust in the loan in which it provided 70% of the amount and the 
remainder was supplied by the latter. When RCA entered the loan 
market in 1937, it was also Bankers Trust that headed a group of banks, 
including Chase and National City, that provided the electrical 
manufacturing company with a $10,000,000 one-five year loan.!!? 

Bankers Trust not only sponsored loan syndicates in which it 
usually had the largest participation, but also participated actively in 
term loans managed by other banks. In 1935, it was one of the 12 
participating banks that provided Socony Vacuum with a $27,000,000 
one-five year loan under the management of Chase and one of the eight 
members in the Tidewater Associated Oil $18,000,000 one-five year 
loan headed by First National Bank of New York.!!? Bankers Trust also 
shared 15% of the $3,600,000 one-to-five year loan managed by Union 
Trust for Koppers & Co. in 1936 and was a participant in the 
$8,500,000 one-to-five year loan to Niagara & Hudson organized by 
J.P. Morgan & Co. in 1937.14 

The years after 1937 saw a remarkable increase in the amount of 
outstanding term loans held by Bankers Trust. By 1941, these had 
totaled $130,000,000, more than 4046 of the bank's loan portfolio. The 
new territorial division within the Morgan-First National group after 
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the mid-1930's contributed significantly to the expansion. Bankers 
Trust, as we have seen, withdrew from railroad financing after the early 
1930's; but the bank, in turn, represented the Morgan-First National 
interests in loans made to important local enterprises thereafter. In the 
three large loan syndicates headed by the First National Bank of 
Chicago between 1939 and 1941 -- National Bonds & Investment 
($8,250,000), Household Finance ($15,000,000), and Allis Chalmers 
($10,000,000)--Bankers Trust represented the Morgan-First National 
interests, sharing 25%, 25%, and 20% respectively.!!5 Likewise, it was 
the only Morgan-First National bank to finance the three big Cleveland 
enterprises that received sizeable term loans in the same period: 
Industrial Rayon ($5,000,000), Cleveland Cliff Iron ($11,000,000), and 
Thompson Products ($4,500,000).!!$ The bank headed the syndicates 
for the three loans, providing for 80%, 22%, and 33% of the respective 
financings. When the major Mellon companies obtained large loans 
from New York banks in 1940 and 1941, Bankers Trust alone 
represented the Morgan-First National interests in two of the loans, 
with a 20% participation in the $50,000,000 loan for Gulf Oil 
Corporation and an 11.5% participation in the $26,000,000 loan made 
to Lone Star Gas Corporation.!!? Only in the $8,000,000 Ioan to 
Koppers & Co., also managed by Union Trust, did another bank of the 
Morgan-First National group, Guaranty Trust, have a participation. 
Guaranty Trust's share in the loan was 15%, equal to that Bankers 
Trust. 118 

Even in loans to Pacific Coast borrowers, we find the bank playing 
the same role as a capital supplier. With the exception of a $30,000,000 
loan granted to Lockheed Aircraft by a syndicate in 1941 in which J.P. 
Morgan & Co. had a 15% participation, Bankers Trust alone 
represented the Morgan-First National interests in all the financings.!!9 
The bank headed the syndicate that provided an $8,000,000 Ioan to 
Pacific Finance Corporation in 1939 and another syndicate that 
financed Pacific Lighting with a $7,000,000 two-year loan in 1940.120 
The loan to Pacific Lighting was participated in by four banks: Bankers 
Trust, First National Bank of Chicago, Security-First National Bank 
(LA.), and Irving Trust. Bankers Trust's shares in the two loans, 15% 
and 28% respectively, were the largest among the syndicate 
participants. 


Table 4-6: Main borrowers of Bankers Trust Co. (1941) 


amount of loan % amount outstanding - 

Finance (6) 

National Bd & Inv. 1939 1/4-1/g 2,500,000 30.0 2,500,000  FNR(Chi), Chase 
1943-5 

General Moters Acc, Corp. 1944 5,000,000* 10.0 5,000,000 FNB(NY), others 

Com'l. Invest. T. u.a. 5,000,000 5,000,000 

Household Finance ы 1943-8 3,750,000 25.0 3,500,000 FNB(Chi), others 

Pacific Finance 1940 u.a. 1,500,000 25.0 1,000,000 FNB(Chi), others 

Commercial Credit Co. 1941 u.a. 10,000,000* 15.0 10,000,000 Cent.H.B.T. others 

32,500,000 

Public Utilities (11) 

Detroit Edison 1938 3 "14% 2,250,000 15.0 1.056.000 Chase andothers 
due 1945 

Ohio Power i Syr 1,000,000 10.0 885,000 Chase andothers 

Int'l Tel. & Tel. alla 480,000 9.6 454,000 J.P. Morgan, NCB, 
due 1948 others 

Indiana & Mich. 1939 2318 2,000,000 100.0 1,600,000 — 


Table 4-6 (continued) 


amount of loan %__amount outstanding 


Kansas Pr. & Lt. 


Postal Tel (ITT) 
Com, & Southern 


Lone Star Gas 
Georgia Power 


Pacific Lighting 


Am. & Foreign Pr. 


Oil (2) 
Gulf Oil 


Pan-Am. Pet & Tr. 


1940 


1940 


22/4 1,000,000 
1942-9 

u.a. 1,200,000 
lig 5,000,000 
1941-9 

2 3,000,000 
1941-50 

21/5 2,000,000 
8-yr 

2-yr 1,500,000 
1944-9 

3 1,980,000 
1942-6 

13/4 10,000,000 
1941-50 

MZ! 6,500,000 


28.6 800,000 


100.0 1,000,000 
29.4 3,820,000 


11.5 2,865,000 
14.8 1,875,000 
27.3 1,500,000 


16.0 1,850,000 


17,705,000 


20.0 9,400,000 


100.0. 6,500,000 


15,900,000 


Chase Cent. 
Han. 


Chase andothers 


FNB (Chi) and 
others 

Chase, NCB, 
Gua. T.,Others 


Chase, NCB 
and others 


Table 4-6 (continued) 


amount of loan 96 amount outstanding 
Fairchild 1941 u.a. 2,870,000 100.0 2,870,000 — 
Lockheed T 1-уг 3,000,000 6.7 3,000,000 J.P. Morgan, 
Chase, and others 
5,870,000 

Iron & Steel (4) 

Bethlehem Steel 1940 1 14 1,500,000 7.5 1,500,000 Chase and others 
1943 

Youngstown Steel $ 0.4/2.1 3,848,000 20.0 3,848,000 Cont. Ш., and 

others 

Cleveland Cliff Iron с: 2!/4 2,500,000 227 2,200,000 FNB (Chi) and 
10-yr others 

Wheeling Steel 1941 1 1 1,000,000 167 __ 1,000,000 NCR, and others 

8,548,000 

Others (21) 

American Tobacco 1939-4 2 2,500,000 10.0 10,300,000* Guaranty Trust 
due 1945 and others 

Brown Shoes > 204 3,000,000 100.0 3,000,000 = 
due 1949 

Schenley Dist 1940-1 2-3 6,800,000 23.0 6,800,000 FNB (Chi) and 


1942-5 others 


Table 4-6 (continued) 
amount of loan % — amount outstandin 


Distiller Co. Seagram 1940-1 2-3 5,600,000 70.0 6,000,000* Мі. Trust. 
1940-6 and others 

Industrial Rayon 1940 2 4,000,000 80.0 3,600,000 NCB (Clev.) 
1944 

RCA 5-yr 3,000,000 20.0 3,000,000 NCB (NY.) 

Crown Seal Е 2-3 4,000,000 100.0 3,300,000 — 
1942-5 

United M. & Mfr. ш 3 1,250,000 50.0 500,000 FNB(Boston) 
due 1945 

Borden Ы 2 4,000,000 50.0 4,000,000 Chase 

Gaylord Container 1941 2! 2 2,100,000 42.0 2,100,000 Marine Trust 
1942-7 and 3 others 

Int'l Paper & Pr. " 13/4 750.000 250 750,000 Chase, FNB(Bost) 
1942-5 

Thompson Products 25/7 1,500,000 33.0 1,500,000 ЕМВ (СЫ), апа 
1942-51 others 

Int'l Min. & Che. 2/4 1,000,000 100.0 1,000,000 — 
1943-6 

Koppers Co. " 2 1,200,000 15.0 1,100,000 Union Trust 


1942-7 and others 


Table 4-6 (continued) 


amount of loan % — amount outstanding 

Kaufman Dert. M 2 2.000.000 100.0 1.650.000 — 
due 1947 

Safeway "in 1,500,000 33.0 1,500,000 Chase, NCB 
1942-8 

(B F.) Keith & Co. x nn 500,000 25.0 350,000 Mfr Trust, and 
1941-6 others 

General Foods » 13/4 1,500,000 33.0 1,500,000 Cent H. Chase 
1942-7 

Allis Chalmers I 2,000,000 20.0 1,850000 NCB, ЕМВ (Chi)3 
due 1948 others 

Krouger Grocery б u.a. 8,000,000 50.0 8.000.000 
due 1948 

Crown Zallerbach 2 5,000,000 50.0 — 5,000,000 First National 
1942-7 (Chi) and others 

66,800,000 
46 companies $147,323,000 


Outstanding loans of Bankers Trust (1941): $318,846 ,000 


% of 46 borrowers: 46.2% 


*: estimated amount, 


**: [Including short term loans. ($8,000,000 in the case of Am. Tobacco.) 
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As of 1941, Bankers Trust's term loan borrowers included 49 
corporations to which loans totaled $130,000,000. Only six 
corporations of these 40 corporations, with loans aggregating 
$18,000,000, or 14% of the total, were members of the Morgan-First 
National group. In comparison, loans to Rockefellers group comprised 
8%, Mellon group 9%, Chicago group 3%, and Cleveland group 7% of 
the term loans held by the bank. 


THE THREE INSURANCE COMPANIES 


As of 1941, the three major life insurance companies controlled by 
Morgan-First National —Prudential Insurance, New York Life, and 
Mutual Life—owned $9,084,000,000 of life insurance assets, an 
increase of $4,163,000,000 from 1929.!?! Morgan-First National also 
dominated Aetna Life, which had assets of $778,000.000.!2? Including 
Aetna, Morgan-First National controlled 31% of the country's life 
insurance assets in 1941, up from 29% in 1929. 

As suppliers of long-term capital, the three major insurance 
companies played an increasingly important part in consolidating the 
Morgan-First National empire during the Depression. They were the 
largest bond purchasers of major Morgan-First National utility and 
industrial companies. Their investment reinforced the group's financial 
leadership in a number of corporations within its empire. including 
American Telephone and Telegraph, United Corporation. U.S. Steel 
and General Motors Acceptance Corp., despite Rockefeller's growing 
investment in these corporations. Though out-distanced by their 
Rockefeller rivals in industrial financing, their new investment in other 
corporations extended the empire's domain to tires. chemicals and 
merchandising. At the same time, the large deposits the three insurance 
companies maintained with their affiliated banks strengthened Morgan- 
First National's position in the banking industry. 

All three major insurance companies of the Morgan-First National 
group were hit hard by the railroad and real estate collapse in the 
1930.123 With their growing assets, however. they overcame the 
setback and expanded their corporate investment during the Depression. 
particularly in the utility and other industrial sectors. By 1941. the 
public utility bond holdings of the three insurance companies had 
reached $1,074,000.000, $576.000,000 more than in 1930. Their 
industrial bond investment grew even more strikingly in the same 
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period, from $129,000,000 to $509,000,000.'24 The three companies 
also continued to own a small amount of utility and industrial preferred 
stock which they had acquired in the late 1920s. 

Throughout the Depression, the three insurance companies focused 
their new utility investment on the two large utilities dominated by 
Morgan First National, diverting more than half of it to United 
Corporation and American Telephone & Telegraph. As a result, the 
share of the two utilities in the utility bond holdings of the three 
insurance companies rose sharply in the same period: from 30.1% to 
55.8% of Prudential's holdings; from 38.4% to 46.1% of New York 
Life's; and from 37.4% to 49.2% of Mutual Life's.5 The three 
insurance companies also increased their investment in the Ebasco 
group, another utility dominated by Morgan-First National until the 
mid-1930s, but Ebasco accounted for a much smaller share of their new 
investments. '?6 At the end of 1941, Morgan-First National, through the 
three insurance companies, remained the largest creditor of American 
Telephone & Telegraph and United Corporation and was the second 
largest creditor of the Ebasco group, after Rockefeller. 

The three insurance companies also increased their investment in 
Consolidated Edison and Commonwealth Edison which together 
accounted for 15.0% of Prudential's new utility investment in 1933-41, 
11.3% of New York Life and 12.3% of Mutual life. As of 1941, 
Consolidated Edison and Commonwealth Edison together comprised 
16.2% of Prudential’s utility bond holdings, 8.3% of New York Life's, 
and 10.3% of Mutual Life's. Neither Consolidated Edison nor 
Commonwealth Edison was a member of the Morgan-First National 
empire, but both were closely connected with Morgan-First National 
interests. Morgan-First National's United Corporation owned 1.5% of 
Consolidated Edison's common stock and was represented on its 
board.!27 Together with Chase National Bank and National City Bank, 
Guaranty Trust and Bankers Trust rescued Commonwealth Edison in 
1932 by heading a syndicate to provide an $18,000,000 emergency loan 
shortly after the Insull соПарѕе.!28 Although Commonwealth Edison 
remained a member of the Chicago group after the rescue, Morgan-First 
National continued to serve as one of its two major capital suppliers.!?? 

While the utility bond holdings of the three insurance companies 
were highly concentrated, their industrial and miscellaneous bond 
holdings were distributed over a wide range of industries. Seven sectors 


Table 4-7 Distribution of public utility bond holdings of Prudential Insurance Co., New York Life, 
and Mutual Life (1941) 


% of % of % of 
utility utility utility 
bonds bonds bonds 
Prudential — owned Mutual — owned New York owned 
Bell System $11,675,000 25.5 $72,920,000 31.2 $122,512,000 32.8 
United Corporation group 132,740,000 30.3 42,233,000 18.0 50,826,000 13.6 
Columbia Gas & El. System 
Commonwealth & South. System 
Niagara Hudson Power System 
Public Service of NJ System 
United Gas Improvement System 
Ebasco (Electric Bond and Share) 17,289,000 40 13,788.000 5.9 13,998,000 3.8 


group 
American Gas & Elec. System 
American Power & Light System 
Electric Power & Light System 
National Power & Light System 


American & Foreign Power System 


Table 4-7 (continued) 


% of % of % of 
utility utility utility 
bonds bonds bonds 
Prudential — owned Mutual owned New Yark owned 
Commonwealth Edison System 36,446,000 8.3 13,257,000 5.7 17,767,000 4.8 
Consolidated Edison System 34,621,000 7.9 10,660,000 46 12,928,000 3.5 
North American System 9,132,000 2.1 2,355,000 1.0 2,339,000 0.7 
Standard Gas & Elec. System 10,001,000 2.3 6,660,000 2.8 9,344,000 2.5 
United Light & Power System 11,495,000 2.6 1,310,000 0.6 9,175,000 2.5 
Others 75,151,000 17.1 70,926,000 30.1 134,007,000 35.8 
Total $438,550,000 100.0%  $234,089,000 100.0% $372,896,000 100.0% 


Source: Annual Reports to Insurance Department, 1941. 
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accounted for 7596 of their investment: automobile sales-financing, oil, 
Stcel, tire, chemicals, office equipment and tobacco. As of 1941, 26 
large borrowers accounted for over 9096 of their investment in these 
sectors!99: 3 in auto sales-finance ($108,500,000); 8 in oil 
($96,540,000); 6 in steel ($64,778,000); 3 in tires ($43,300,000); 2 in 
chemicals ($26,765,000); 3 in office equipment ($24,000,000); 1 in 
tobacco ($15,400,000). 

General Motors Acceptance Corp. was the largest borrower in auto 
sales-finance ($58,500,000), accounting for 54% of the insurance 
companies' investment in that sector. U.S. Steel and Bethlehem Steel 
together comprised 74% of their steel investment. The oil investment 
concentrated in Socony Vacuum ($32,155,000), Standard Oil Co. of 
New Jersey ($19,066,000), Shell Union Oil ($15,435,000) and Sun Oil 
($13,971,000). The tire investment was divided among Goodyear 
($24,063,000), Firestone ($10,500,000) and U.S. Rubber ($8,431,000); 
the chemical investment between Union Carbide ($17,625,000) and 
American Cyanamid ($9,142,000). The office equipment sector was 
represented by loans to International Business Machines ($17,000,000), 
National Cash Register ($6,000,000) and Remington Rand 
($1,000,000); the tobacco industry by a $15,000,000 loan to American 
Tobacco. 

As of 1941, Morgan-First National, through the banks and the three 
insurance companies, remained the largest creditor of U.S. Steel, 
General Motors Acceptance, and American Tobacco, all affiliated with 
Morgan-First National interests. It was also the largest creditor of 
Union Carbide, Goodyear Tire & Rubber, International Business 
Machines and Sun Oil.!3! In the same year, 15 companies affiliated 
with the five financial interests accounted for 46% of the industrial 
bond investment of the three insurance companies; 4 Morgan-First 
National companies (18.4% or $93,848,000); 4 Rockefeller companies 
(16.3% or $82,912,000); 1 Mellon company (1.9% or $10,000,000); 1 
Chicago company (0.7% or $3,972,000); and 5 Cleveland companies 
(9.1% or $46,535,000). At the same time, 16 non-affiliated companies, 
each with borrowings of over $10,000,000 from the three companies, 
accounted for 2590 of their industrial lendings. 

With the expansion of their investment, the three insurance 
companies were important factors in the direct placement of corporate 
securities during the Depression. Between 1934 and 1940, the three 
insurance companies together accounted for 27.4% of the corporate 
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securities privately placed with institutional investors, Prudential 
accounting for 16.3%, New York Life for 6.1%, and Mutual Life for 
5.095.132 In the direct placement of corporate securities, the three 
Morgan-First National insurance companies generally shared the bond 
issue with their two main rivals—Metropolitan Life and Equitable Life. 
When the issuer was closely affiliated with Morgan-First National 
interests, the combined share of the Morgan-First National companies 
usually exceeded that of their Rockefeller rivals. This was true of all 
three bond issues which American Telephone & Telegraph and its 
subsidiaries privately sold to insurance companies in 1939-40,!33 and of 
five of the six bond issues privately placed by utilities controlled by 
United Corporation the same уеагѕ.!3 And Mutual Life and Prudential 
took 60% of the $50,000,000 10-year note privately placed by General 
Motors Acceptance Corp. in 1940, while Metropolitan Life took 
30%.!35 On the other hand, the Rockefeller companies were the largest 
purchasers of privately placed bond issues of Rockefeller-affiliated 
companies. Thus their combined share exceeded that of the Morgan- 
First National companies in the bond issues privately placed by 
Northern Natural Gas, Kansas City Power & Light, and Potomac 
Electric іп 1935-36.!36 Metropolitan and Equitable together also had a 
larger share than their three rivals in the $75,000,00 Socony Vacuum 
bond issue of 1937.137 

The collaboration in the direct placement of utility securities, 
however, did not prevent the stronger Rockefeller companies from 
expanding their share. Backed by their burgeoning assets, the 
Rockefeller insurance companies steadily expanded their share in bond 
issues that Morgan-First National utilities privately placed in 1939-41. 
Thus the Rockefeller companies took a larger share than the Morgan- 
First National companies in the $66,000,000 New York Power & Light 
issue (Ebasco group) of 1939, the $46,000,000 Carolina Power & Light 
issue (Ebasco group) of 1940 and the $107,000,000 Georgia Power 
issue (United Corporation group) of 1941. The share of Rockefeller 
insurance companies also exceeded that of their rivals in the two bond 
issues sold by American Telephone & Telegraph ($90,000,000) and 
Bell Co. of Pennsylvania ($20,000,000) іп 1941.138 

Because of their close ties with Morgan-First National interests, 
New York Life and Mutual Life were critical of the direct placement of 
corporate securities. Through direct placement, Metropolitan Life and 


Table 4-8: Industrial bonds held by the three major Morgan-First National Companies (1941) 
(in thousands of dollars) 


Prudential New York Mutual Total % 
Automobile sales financing (3 companies) 108,500 21.3% 
General Motor Accept. Corp. 15,000 18,500 25,000 
Commercial Investment Trust 15,000 9,000 11,000 
Commercial Credit Co. 5,000 5,000 5,000 
35,000 32,500 41,000 
Steel (6 companies) 64,778 12.7 
USS. Steel 24,787 1,216* 1,095* 
Bethlehem Steel 9,125 7,824 4,300 
Inland Steel 0 2,628 1,344 
National Steel 4,000 2,485 1,300 
Republic Stee! 2,934 0 740 
Youngstown Steel 0 0 1,000 
40,846 14,153 9,779 
Oil (9 companies) 96,541 18.9 
Standard Oil Co. of New Jersey 9,362 4,965 4,000 
Socony Vacuum 19,000 3,155 10,000 
Standard Oil Co. of California 938 3,087 1,325 


Texas Corp. 0 127 3,500 


Table 4-8 (continued) 


Prudential New York Mutual Total % 
Shell Union Oil 7,702 1,611 6,122 
Union Oil 100 2,863 487 
Sun Oil 13,971 0 0 
Atlantic Refining 2,726 0 1,000 
Superior Oil 0 0 500 
53,799 15,808 26,934 

Tire (3 companies) 43,341 8.5 
Goodyear Tire 14,437 4,790 4,813 
Firestone Tire 3,000 4,950 2,500 
U.S. Rubber 8.851 0 0 
26,288 9,740 7,313 

Others 196,040 38.5 

509,200 100.0 


* excluding bonds of U.S. Steel's railroad subsidiaries. 


Source: annual reports of the three companies to the Insurance Department, 1941. 


144 American Commercial Banks in Corporate Finance 1929-1941 


Equitable Life were rapidly eroding Morgan-First National's 
stronghold in various industries in the late 1930s, particularly in 
utilities. The executives of New York Life and Mutual Life had 
publicly stressed the important function of securities underwriting and 
the need for a division of labor in the capital market.!39 But their efforts 
failed to turn the tide. Instead, the growing financial influence of 
Rockefeller interests in the 1930s left the Morgan-First National 
insurance companies with no choice but to join their rivals in the direct 
placement of utility issues in order to preserve Morgan-First National's 
remaining influence in the utility and other industries. From 1934 to 
1940, New York and Mutual together accounted for 11.1% of the 
privately placed corporate issues, while Metropolitan Life accounted 
for 25.3% and Equitable Life 17.395.140 

On the whole, the three Morgan-First National insurance 
companies were outdistanced by their Rockefeller rivals. By 1941, the 
Morgan-First National companies lagged both in utility bond holdings 
($1,074,000,000 vs. $1,370,000,000 for the Rockefeller companies)! *! 
and in industrial bond holdings ($509,000,000 vs. $956,000,000).142 
The relative decline of Morgan-First National can be traced to the 
disproportionately heavy investment of New York Life and Mutual Life 
in railroads in the 1920s. As of 1929, railroad bonds comprised 23.1% 
of New York Life's assets and fully 36.9% of Mutual Life's assets, as 
against 21.9% of Metropolitan Life's, 20.7% of Equitable Life's, and 
16.7% of Prudential's. The particularly heavy losses sustained by New 
York Life and Mutual Life in the ensuing railroad collapse left them 
with fewer resources for utility and industrial investments during the 
Depression. Prudential Insurance was less affected by the railroad 
collapse, and its assets exceeded that of New York Life and Mutual 
Life; but the company's traditional policy of investing a large 
proportion of its assets in mortgage loans limited the funds available for 
utility and industrial lending.!*? Thus, while the growing investment of 
the three insurance companies did enable Morgan-First National to 
maintain its financial leadership in most of its affiliated companies 
(except Ebasco) and did extend Morgan-First National's domain to 
some new industria] sectors (among them office equipment and 
chemicals), the investment fell short of countering the financial 
expansion of their Rockefeller rivals. This greatly contributed to the 
emergence of Rockefeller as the dominant financial power during the 
Depression. 
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CHAPTER 5 


Chase National Bank 
(Rockefeller Group) 


THE CHASE NATIONAL BANK 


In contrast with the Morgan-First National group, the Rockefeller group 
greatly enhanced its influence over finance and industry during the 
Great Depression. In the few years preceding World War II, Chase 
National Bank, together with its two affiliated large insurance 
companies—Metropolitan Life and Equitable Life, displaced the 
Morgan-First National interests as the leading financial power. Between 
1935 and 1941, Chase's assets rose from $2,350,000,000 to 
$3,800,000,000.! Its outstanding loans, which fell from $1,100,000,000 
in 1931 to $638,000,000 in late 1935, exceeded $800,000,000 in 1941, 
the largest among the New York banks. Together with Metropolitan 
Life and Equitable Life, whose assets amounted to $5,600,000,000 and 
$2,700,000,000 respectively in the same year, three Rockefeller 
institutions controlled a total asset of $12,100,000,000. 

As the country's largest bank, Chase took the lead in initiating term 
lending in the early 1930s. In 1930, the bank, in addition to making a 
$10,000,000 one-year loan to General Theatre Equipment,” participated 
in three large term loans: $35,000,000 18-month rescue loan to 
Continental Shares (with which the investment trust bailed out Otis & 
Co., the private company of C. Eaton)? $50,000,000 two-year Ioan to 
American & Foreign Power Co.* and $20,000,000 two-year loan to 
Baltimore & Ohio R.R.5 In addition, the bank was a major participant 
in the syndicates that converted two demand loans into term loans: 
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$70,000,000 two-year loan to Anaconda Copper Mining (1932) and 
$21,500,000 three-year loan to United Gas Corporation.$ 

The amount of term loans held by Chase increased significantly in 
the mid-1930s, especially loans to the oil and utility sectors. Chase 
became a part of the Rockefeller empire in the early 1930s after the 
Rockefeller interests had succeeded in ousting Albert Wiggin and his 
supporters from Chase's board and had taken over control of the bank.? 
As a Rockefeller bank, the bank became the agent bank for the various 
Standard Oil companies and for companies in which the Rockefeller 
interests were the dominant stockholders. When Socony Vacuum 
obtained a $27,000,000 one-five year loan from a group of twelve 
banks in 1935, Chase managed the loan syndicate.) Chase also 
organized the loan syndicate to provide the Consolidated Oil 
Corporation with a $40,000,000 one-five year loan in the same year.? 
Chase had been the agent bank for Sinclair Oil Co., the predecessor of 
Consolidated Oil, before 1930 and the Rockefeller interests had become 
one the major stockholders of the oil company as a result of the 
Sinclair-Prarie merger in 1932.10 

Besides financing the two major oil corporations closely affiliated 
with the Rockefeller interests, Chase also headed a loan syndicate that 
provided Barnsdall Oil Company with a $5,000,000 one-five year loan 
іп 1937.!! Three banks participated in the lending: Chase, Central 
Hanover, and a local bank. Chase had been represented on the board of 
Barnsdall Oil since the 1920s and the loan served to strengthen the tie 
between the bank and the oil company.!? Meanwhile, the close relations 
between the bank and the oil industry were furthered by the bank's 
participation in loan syndicates formed under the management of other 
banks. Chase was one of the eight participants in the $18,000,000 one- 
five year loan managed by the First National Bank of New York for 
Tidewater Associated Oil іп 1935;!3 it also took part in the $40,000,000 
10-year loan to Gulf Oil sponsored by Union Trust of Pittsburgh in 
1937.14 

Another sector that absorbed a substantial part of the term loans 
made by the bank in the mid- 1930s was the utility industry. From 1935 
to 1937, Chase sponsored a number of loans for utility companies that 
had come under its control in the early years of the Depression. One of 
these loans was a $5,000,000 one-three year loan to American Light & 
Traction, a subsidiary of United Light & Power, which was then 
controlled by Chase.!5 Chase headed the syndicate that financed the 
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loan in 1935. Another utility company, Detroit City Gas, also a member 
of the United Light & Power group and controlled by American Light 
& Traction, borrowed $5,000,000 from a loan syndicate managed by 
Chase for a five-year period in 1935.!6 Three banks—Chase, Mellon 
National Bank, and National Bank of Detroit—shared in the loan, 
providing for 55%, 25% and 20% respectively. Chase also sponsored, 
in 1937, a $8,500,000 three-year loan for Western Union, with which 
the bank was closely connected. Chase provided $5,5000,000 and 
Central Hanover $3,000,000.!7 Other utility loans sponsored by other 
banks in which Chase participated included those to American Water & 
Electric Works ($8,000,000), Niagara-Hudson ($8,500,000), and Lone 
Star Gas ($16,000,000). !8 

Though oil and utility were the two main sectors to which Chase 
directed its lending activity, the manufacturing sector also received 
some of the term loans made by the bank. Chase was one of the eight 
banks that provided a $10,000,000 two-year loan, sponsored by the 
First National Bank of Boston, to American Metal in 1934.!9 It also had 
a 20% participation in the $25,000,000 loan syndicate managed by 
National City for Chile Exploration, a subsidiary of Anaconda, in 
1936.20 When Bankers Trust headed a $10,000,000 one-five year loan 
to RCA in 1937, Chase was one of the participating banks.?! As of 
1937, the total amount of term loans held by the bank exceeded 
$50,000,000, the largest among the commercial banks. 

Chase's term lending activity gained momentum as the country 
entered the late 1930s. In 1938, the amount of term loans made by the 
bank totaled $45,000,000 and accounted for about 33% of the total 
amount of bank term loans consummated in the same уеаг.22 The 
following three years saw a further increase in both the number of loans 
and the amount loaned. As of 1941, the amount loaned by the bank for 
a period of one-year or more exceeded $300,000,000, more than 40% 
of its outstanding loans and over 5096 of all commercial and industrial 
loans in its loan portfolio. (Table 5-1) 

By industry, oil and utility led the other sectors in the amount of 
loans. Of the $350,000,000 in short-term and long-term loans 
outstanding at the end of 1941 whose borrowers can be identified, oil, 
coal, utility companies together accounted for $182,000,000, or more 
than 5046. Loans to 17 oil companies and 3 coal companies accounted 
for $90,000,000 and the remaining $92,000,000 was distributed among 
the 29 power and gas companies. An overwhelming proportion of the 


Table 5-1: Main borrowers of Chase National Bank (1941) 


Oit (17) 
Signal Oil 


Standard Oil (N.J.) 
Humble Oil & Ref. (St. Oil (N.J.)) 


Harrison Oil 
Gulf Oil 


Cities Service Oil (Del) 

Standard Oil (Ohio) 

Pan. Am. Pet. & Trans. 

Sunray Oil 

Ajax Pipeline (Standard Oil (Ohio)) 
Empire Fucl & Oil (Cities Service) 
Ohio Oil 


year 


1940 


1938-40 


1940 
1941 


term amount 


3.1-3.6 1,500,000 
1941-4 

1!/5 12,500,000 
1945-7 

11/5 1,666,667 
1943 

1942-4 1,500,000 
12/4 12,500,000 
1941-50 

1940-3 6,250,000 
8-yrs 4,000,000 
1942-50 8,000,000 
5-yrs 600,000 
10-yrs 4,500,000 
5-yrs 5,000,000 
Wg 17,000,000 
1942-50 


% of outstanding 


loan 


43 


60 


33 


(1941) 


1,080,000 


12,500,000 


1,666,667 


1,150,000 
11,750,000 


5,187,000 
3,500,000 
5,500,000 
540,000 
4,500,000 
5,000,000 
15,500,000 


Table 5-1 (continued) 


year term amount % of outstanding 
loan (1941) 
Standard Oil (Calif.) li 1!/2-2 6.000000 40 6,000,000 
1946-50 
Consolidated Oil ` 1943-9 6,000,000 50 6,000,000 
Bransdall Oil i 1946 3,000,000 100 3,000,000 
Tidewater Ass. Oil ` 5-yrs 1,500,000 20 1,500,000 
Pantepac Oil (Ven.) - 1,500,000 100 — 1,500,000 
85,873,667 
Coal (3) 
United Elec. Coal 1940 3% 1410,000 50 1,120,000 
1940-5 
Truax Traer Coal ы 342 750,000 50 620,000 
1942-6 
Pittsburgh Coal Г 304 3,000,000 2,656,000 
1941-7 
4,305,000 
Utility (29) 
Wisconsin Electric Pr. 1938 25/g-3 7,000,000 47 5,790,000 


1939-48 


Table 5-1 (continued) 


year term amount % of outstanding 
loan (1941) 

Ohio Power Р 2 5,000.000 50 4,425,000 
10-угѕ 

Detroit Edison ы 3!/4 2,250,000 15 1,056,000 
due 1945 

Ei Paso Natural Gas . 7-утѕ 4,000,000 100 3,275,000 

Cities Service Gas i 3% 7,500,000 50 5,490,000 
1940-7 

Gulf Utilities 1939 39 4,000,000 100 2,500,000 
6-yrs 

Oklahoma Natural Gas 2 n.a. 3,500,000 44 2,650,000 

Am. Water Works & El. . 3% 1,700,000 21 1,530,000 
1940-4 

Oklahoma Pr. & W. k 35/4 400,000 20 345,000 
5-yrs 

Kansas Pr. & Lt. р 204 1,500,000 43 1,200,000 
1942-9 

Northern Natural Gas 2!/g 5,800,000 97 3,860,000 
1940-6 


Northem Indiana P.S. 1940-9 — 6,000,000 100 4,800.000 


Table 5-1 (continued) 


year term amount % of outstanding 
loan (1941) 

Pennsylvania Pr. Lt. Е 208 4,000,000 47 3,200,000 
10-угѕ 

West Texas Utilities d 1940-7 1,750,000 44 1,050,000 

Portland (GE) i 3-5% 5,000,000 88 4,660,000 
1941-2 

Eastern Shore P.S. . 3-yrs 1,000,000 100 1,000,000 

Mountain State Pr. " 1941-5 600,000 100 390,000 

Kentucky Utilities 1940 35/8 5,000,000 83 3,200,000 
1940-6 

Indianapolis Pr. & Lt. ` 1941-7 3,500,000 70 3,500,000 

Jersey Cent. Pr. & Lt. Y 3% 2,650,000 50 2,250,000 
1941-51 

General Utilities Inv. . 31/2 3,750,000 100 3,750,000 
u.a. 

Ohio Public Service T 7-уг$ 2,000,000 100 1,739,000 

Lone Star Gas T 2-2'72 10,000,000 38 9,550,000 
1941-50 

Southern Natural Gas И 2172 4,000,000 88 4,000,000 


1942-7 


Table 5-1 (continued) 


year term amount % of outstanding 
loan (1941) 
Commonwealth & South. 1941 2/8 5,000,000 29 3,820,000 
1942-9 
Georgia Power Ы 2!5 5,000,000 37 4,680,000 
8-yrs 
Pub. Ser. Co. of Indiana . 2!/4-3 2,700,000 100 2,700,000 
due to 
1950 
Pacific South. Inv. E 2! 3,400,000 100 3,400,000 
1945 
Am. & Foreign Power " 3 2,480,000 20 2,320,000 
1942-6 
92,130,000 
Railroads (5) 
New York, New Haven & Hd 1931 - 4,200,000 30 4,750,000 
St. Louis & Southwestern И - 7,000,000 78 3,500,000 
St. Louis & S.F. ° - 3,500,000 - 3,500,000 
Denver Rio Grande ` - 2,000,000 100 2,000,000 
New York Central 1940 1942 2,500,000 10 2,000,000 
15,750,000 


reei — — Podio 


Table 5-1 (continued) 


year term amount % of outstanding 
loan (1941) 
Finance (7) 
National Bonds & Inv. 1939 12/4-17/8 5,500,000 44 5,500,000 
1943-5 
Associated Investment ` 1944 2,000,000 33 2,000,000 
Gen. Motor Acc. Corp. 1939-40 5-10 угѕ 7,500,000* 13 7,500,000* 
Сот" Investment T. 1939 1943-5 12,000,000 19 12,000,000 
Pacific Finance 1940 u.a. 1,500,000 18 1,500,000 
Household Finance , 1943-6 3,750,000 25 3,500,000 
Сот"! Credit Co. 1941 u.a. 10,000,000 14 10,000,000 
42,000,000 
Military (5) 
Douglas Aircraft 1941 1'/5-2/2 28,000,000 100 — 28,000,000 
u.a. 
Vultee Aircraft 1943 11,700,000 100 — 11,700,000 
Republic Aviation е 210 1,500,000 25 1,500,000 
5-угѕ 
Rohr Aircraft S 2" 570,000 100 570,000 


1942-7 


Table 5-1 (continued) 


year term amount Ф of outstanding 
loan (1941) 
Lockheed Aircraft . 1-уг 4,500,000 15 4,500,000 
46,270,000 
Steel (3) 
Granite City Stee! 1939 3-8 1,500,000 35 940,000 
1939-45 
Bethlehem Steel 1940 — 1'/4-2.6 3,600,000 18 3,600,000 
1943-50 
Republic Steel 1941 2 3,000,000 18 2,570,000 
1942-8 
7,110,000 
Tobacco (2) 
American Tobacco 1939.4] 2 5,000,000 20 18,000,000 ! 
due 1945 
Reynolds Tobacco 1940 Ë 14 7,500,000 37 6,000,000 
1940-9 


Table 5-1 (continued) 


year 


Others (19) 


Eagle-Pichen Min & S. 1939 


Rayonier 
Anaconda Mining 


1940 
Twin Coach Co. 
Kimberly Clark 


Continental Airline 
RCA 


International Paper 1941 


City Ice & Fuel 


Remington Rand 


term amount 
1942-7 3,600,000* 
1940-4 3,500,000 
13/4 7,000,000 
1941-5 

1942-8 2,850,000 


1!/2-3\/2 4,500,000 
1940-50 


u.a. 425,000 
1/3 3,000,000 
1945.6 
10/4 1,500,000 
1942-5 
304 2,000,000 
1942-6 
13/4 1,000,000 


1942-6 


% of 
Joan 


57 


54 
20 


100 
45 


100 
20 


50 


33 


20 


outstanding 
(1941) 


2,280,000 


1,880,000 
4,000,000 


2,800,000 
3,825,000 


425,000 
3,000,000 


1,500,000 


2,000,000 


1,000,000 


Table 5-1 (continued) 


year term amount % of outstanding 
loan (1941) 
Safeway Store E 2!/5 3,000,000 33 3,000,000 
1942-8 
May Department 1 1944-6 2,000,000 33 2,000,000 
Halle Bros. (Ohio) ` 204 1,100,000 67 726,000 
1945 
National Distillers M u.a. 3,000,000 27 2,500,000 
General Foods б u.a. 1,500,000 33 1,500,000 
Goodrich . 2!/4 2,000,000 20 2,000,000 
1942-8 
Kelsey Wheel е 1942-6 500,000* 33 500,000 
Borden Co. 1950 4,000,000 4,000,000 
Squibb 1950 2,000,000 2,000,000 
40,736,000 
Grand total 360,974,667 


——— —————  —————— Q— ———— 


Table 5-1 (continued) 


*: estimated amount 


1: Including short-term notes 
Chase National Bank's outstanding loan (1941): $802,220,000. 
% of 89 borrowers: 44.9% 
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oil loans was concentrated on the oil companies belonging to "Standard 
Oil group". The largest borrower of the "Standard Oil group" was thc 
Ohio Oil Co. Chase had made several term loans to Ohio Oil prior to 
1940.24 In 1941, these loans were replaced by a $17,000,000 10-year 
loan, an amount equivalent to 13% of the oil company's assets.24 
Standard Oil Co. of New Jersey received a seven-year $12,500,000 
term loan from Chase and one of its subsidiaries, Humble Oil & 
Refining, had a loan of $1,666,667 from the same bank.?5 Other 
Standard Oil companies which borrowed substantially from Chase in 
1939-41 were Standard Oil Co. of Ohio ($4,000,000 was borrowed by 
the company itself and $4,500,000 through Ajax Pipe Linc),?6 Standard 
Oil Co. of Indiana ($5,500,000 through Pan American Petroleum & 
Transport),?7 and Standard Oil Co. of California ($6,000,000).?8 In 
total, loans to the five "Standard Oil group" companies amounted to 
$50,000,000 and accounted for 57% of the oil loans held by Chase at 
the end of 1941. To each of the five Standard Oil companies, loans 
from Chase represented 40 to 100 percent of their bank loans and 
played an important part in helping them consolidate their positions in 
the oil industry. At the same time, the loans also served to reinforce the 
ties between the bank and the Standard Oil companies.?? 

Chase, however, did not confine its oil lending to the “Standard Oil 
group”. The bank also made large loans to other oil companies outside 
the “Standard Oil group”, mostly in association with other banks. 
Together with National City Bank and Bankers Trust, Chase was the 
largest participant in the $50,000,000 loan syndicate that financed the 
Mellon-controlled Gulf Oil Corp. in 1940, itself accounting for 25% of 
the Іоап.20 Other large oil companies which the bank financed were 
Cities Service Oil, Consolidated Oil, Tidewater Associated Oil, and 
Barnsdall Oil?! In 1941, its loans to Cities Service Oil (Del), including 
its holding company (Empire Gas & Fuel), exceeded $10,000,000, 
second in importance only to the loan to the same company by 
Guaranty Trust Co.?? In addition, the bank also financed a number of 
small oil companies in the mid-continent, including Signal Oil Co. and 
Sunray Oil Co.?? The extensive loans outside the non-Standard Oil 
group enabled the bank to exert a strong influence over the entire oil 
industry and, together with the large oil loans held by Metropolitan Life 
and Equitable Life, provided the Rockefeller interests with the means to 
maintain a dominant position in this important industrial sector.*4 
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The growing influence of the Rockefeller interests over the 
country's energy supply can be better understood in the light of Chase's 
extensive lending to power and gas companies in the same period. 
Here, Chase, in collaboration with Metropolitan Life and Equitable 
Life, not only took the lead in financing large utility systems which had 
no particular financial affiliation, but also penetrated deeply into the 
financial affairs of many important utility companies heretofore 
affiliated with the Morgan-First National interests and in some 
instances displaced the latter as the dominant factor. 

Of the $93,000,000 in utility loan held by Chase in 1941, 
$5,790,000 represented a loan to Wisconsin Electric Power Co. made in 
1938, and $2,250,000 a loan supplied to Detroit Edison in the same 
year.*5 Both companies were subsidiaries of the North American group, 
dominated by Harrison William through large stockownership.?$ Chase 
itself managed the syndicate for the seven-year $15,000,000 Wisconsin 
Electric loan. This loan was made in conjunction with a $55,000,000 
bond issuc underwritten by a syndicate organized by Dillon Read & Co. 
Of the bonds, $6,000,000 were purchased by Metropolitan Life and 
$5,000,000 by Equitable Life.37 

The syndicate for the Detroit Edison loan, totaling $9,000,000, was 
managed by Bankers Trust. Both Bankers Trust and Chase contributed 
$2,250,000 with the remaining $5,600,000 widely distributed among 14 
participating banks.38 Together with the loan, Detroit Edison issued 
$15,000,000 in 30-year bonds. This bond issue was equally divided 
between the big life insurance companies of the Morgan-First National 
group and the Rockefeller group: Metropolitan Life bought $7,500,000, 
and four other insurance companies—Prudential ($2,000,000), New 
York Life ($3,750,000), Mutual Life ($1,500,000), and Pen Mutual 
Life ($500,000) divided the rest.?? As a result, while Harrison William 
still exercised strong influence over the North American system by 
means of his extensive stockholding, the system itself was increasingly 
dependent on the two major financial powers, particularly the 
Rockefeller group, in its financing. 

Particularly noteworthy was the displacement of Morgan-First 
National by Rockefeller interests as the major capital supplier to some 
utility subsidiaries that were generally known to be within the Morgan- 
First National’s sphere of influence. The syndicate organized by Chase 
to finance Ohio Power Co. in 1938 was indicative of this development. 
Ohio power was a subsidiary of American Gas and Electric which, in 


Table 5-2: Participants in loan syndicates for Wisconsin Electric Power (1938), Ohio Power (1938), and Pennsylvania 


Power & Light (1939) (in thousand of dollars) 


Chase National Bank 


National City Bank of N.Y. 


Bankers Trust 
Irving Trust 


Union Trust (Pittsburgh) 
First National Bank of Chicago 


Harris Trust & Savings 
Cleveland Trust 
4 others 


Wisconsin Electric Ohio Power 
($15,000) 96 ($10,000) 
7,000 46.7 5,000 
3,000 20.7 2,500 

- 1,000 
1,000 6.6 1,000 
2,000 13.3 - 
500 3.3 - 

= 500 
1,500 10.0 : 
15,000 100.0 10,000 


% 
50.0 
25.0 
10.0 


10.0 


50.0 


100.0 


Pen. Рг. & Lt. 
($8,500) 


4,000 
3,000 


1,000 


Agent bank for the 3 loans: Chase National Bank 
Sources: C. & F. Chronicle October 1, 1938 and July 22, 1939; Report to SEC. 
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turn, formed an important part of Ebasco, one of the two large utility 
holding companies closely affiliated with the Morgan-First National 
interests. ! Five banks participated in the loan: Chase ($5,000,000), 
National City ($2,500,000), Bankers Trust ($1,000,000), Union Trust 
($1,000,000) and Cleveland Trust ($500,000).42 The purpose of the 
loan was to facilitate a $50,000,000 bond issue by Ohio Power, 
underwritten by Dillon Read & Co. Again, Metropolitan Life and 
Equitable Life were the largest bond purchasers, Metropolitan taking 
$5,000,000 and Equitable $4,500,000 respectively, and collectively 
accounting for nearly 2046 of the entire issue. Prudential Insurance and 
New York Life also bought the bonds, but in much smaller quantities 
than the two Rockefeller-affiliated insurance companies. In this way, 
the Rockefeller interests succeeded in taking over the major role of 
financing an important part of the Morgan-First National utility empire. 

The emerging dominance of the Rockefeller interests may also be 
traced in the 1939 loan made to Pennsylvania Light and Power, the 
main subsidiary of National Power & Light Co., another component of 
Ebasco. Here, as in the case of Ohio Power Co., Metropolitan Life and 
Equitable Life together purchased 20% of a $108,000,000 new bond 
issue, and Chase organized a syndicate to provide a $8,500,000 one-ten 
year loan to the company.** The loan syndicate included Chase 
($4,000,000), National City ($3,000,000), Irving Trust ($1,000,000), 
and Harris Trust ($500,000); none of the four banks in the Morgan-First 
National group participated. As a result, the leadership in financing the 
Ebasco group, which until the mid- 1930s had constituted one of the two 
utility systems within the Morgan-First National empire, had, by the 
late 1930s, shifted from Morgan-First National interests to Rockefeller 
interests. 

Even where Morgan-First National interests still maintained a 
stronghold—for example, in the financing of the United Corporation 
system—Chase’s role increased in importance. This was evidenced by 
its large share in the three loan syndicates organized by Bankers Trust 
in 1940-41 to finance Commonwealth & Southern, in which the United 
Corporation had a substantial holding (16%), and two of its 
subsidiaries, Georgia Power and Alabama Power. In each of the three 
syndicates, Chase's participation was the largest among the individual 
participants. In the $17,000,000 loan to Commonwealth & Southern, 
the bank provided $5,000,000, First National Bank $2,500,000, and 
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Bankers Trust $5,000,000.55 In the $13,500,000 Georgia Power loan, 
Chase's share was $5,000,000 while First National Bank and Bankers 
Trust provided $2,000,000 and $2,500,000, respectively.46 And in the 
$12,000,000 Alabama Power loan, Chase's contribution, $3,520,000, 
again exceeded the combined shares of the two Morgan-First National 
banks, First National Bank's $1,760,000 and Banker's Trust's 
$1,500,000.47 

Here, again, Chase could not have attained its dominance if not for 
the strong support lent to the bank by the two Rockefeller affiliated 
insurance companies, Metropolitan and Equitable. In the Georgia 
Power bond issue, these two companies each bought $19,000,000 of the 
$107,000,000 issued by the power company.*$ The total amount of the 
same issue purchased by the four life insurance companies of the 
Morgan-First National group was only $30,000.000.49 

The increasing dominance of Chase in the financial affair of the 
two utility companies formerly affiliated with the Morgan-First 
National interests was also to be found in loan syndicates organized by 
Mellon interests for their oil, gas and coal companies. As we shall see 
later, Chase played a leading role in the large loan syndicates formed by 
Mellon's Union Trust for this purpose between 1940-41. With the 
exception of Koppers Co., in the financing of which Mellon still 
maintained a major share with the cooperation of Morgan-First 
National, the Rockefeller interests had virtually taken over the 
leadership in the financing of Mellon's oil, utilities, and coal enterprises 
by 1940.50 

The military industry, particularly the aircraft manufacturing 
sector, absorbed an increasing proportion of Chase's loans as the 
country entered the 1940s. As of 1941, Chase's loans to companies 
engaged in military production totaled $50,000,000, representing 6% of 
its outstanding loans. In addition, the bank had made commitments for 
other defense loans totaling $43,000,000.5! 

Chase's loans to the military industry were concentrated on a very 
small number of aircraft manufacturers. As of 1941, two aircraft 
manufacturers accounted for 75% of its loans to this sector. The largest 
borrower was Douglas Aircraft whose loan from the bank exceeded 
$28,000,000, against the company's $73,000,000 asset.?? This was 
followed by Vaultee Consolidated Aircraft, the second largest borrower 
which was indebted to the bank for $11,700,000.5? The loans to 
Douglas Aircraft was for one-year and made to finance military 


Table 5-3: Participants in $21,000,000 short-term loan to Westinghouse Electrical Mfg. Co. (1941) 


% 
Chase National Bank $3,000,000 14.2 
Mellon National Bank * 1,500,000 7.1 
Farmers Deposit Nat'] Bk. * 1,200,000 5.7 
Continental Ill. Nat'l BK. 500,000 24 
First National Bank (Chi) 500,000 24 
First National Bank (Pitts) 400,000 19 
People Pittsburgh Trust Co. 400,000 1.9 
Union National Bank (Pitt) 400,000 1.9 
Merchant National Bank 300,000 1.4 


4 (director in com.) 
2 
1 
1 


9 Banks 8,200,000 39.4 


*: Mellon banks 
Source: Listing Statement to New York Stock Exchange (A-11576) 
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contracts entered between the aircraft company and thc government, 
which guaranteed 90% of the loans. Other military manufacturers 
receiving loans from Chase were Lockheed ($4,500,000), Republic 
Aviation ($1,500,000). and Rhor Aircraft ($500,000).5* The loan to 
Republic Aviation in 1941 was part of a $6,000,000 bank credit 
extended to the company by a syndicate headed by First National Bank 
of Boston in which four banks, including Chase, participated.*5 

Although Chase's industrial loans were heavily concentrated on the 
oil, utility, and military sectors, the three sectors by no means 
represented the overall influence of the Rockefeller interests over the 
nation's industry. In fact, the financial domain of Chase, together with 
Metropolitan Life and Equitable Life, extended to a wide range of other 
industrial sectors. In the automobile industry, Chase was closely 
associated with other banks in financing Commercial Investment Trust, 
the main rival of General Motor Acceptance Corp. Together with 
Central Hanover Bank & Trust, Chase was one of the six participants in 
the two syndicates that provided $52,500.000 seven-year loan to 
Commercial Investment Trust in 1939.56 Its term loan to the auto sales 
finance company in 1941 totaled $12.000,000. The bank also provided 
a substantial portion of the loan which the Commercial Credit Co. 
received from its depository banks under a $70.000,000 credit 
agreement in 1941.5? In addition to the two companies. the bank also 
participated in two loans managed by Morgan-First National interests 
for General Motor Acceptance Corp., a $50,000,000 five-year loan in 
1939 and a $10,000,000 ten-year loan in 1940.58 Chase's share in the 
two loans was estimated to have exceeded $7,000.000. Chase was also 
participant in the two loan syndicates that financed the Household 
Finance Co. and Pacific Finance Co. in 1940, providing 23.396 and 
12.5% respectively. 

In the steel industry, Chase was the largest participant in a 
$15,000,000 bank term loan arranged by Kuhn Loeb and Smith Barney 
for Bethlehem Steel in 1940, providing $3,600,000 of the amount. By 
1940, the three Rockefeller financial institutions—Chase, Meuopolitan 
Life, and Equitable Life—together held more than $36,000,000 in 
bonds and notes of the steel company.5? The other sectors to which 
Chase made large loans included tobacco, foodstuffs, deparument stores 
and paper. In 1941, its loans to American Tobacco Co. and Reynold 
Tobacco Co., the two largest tobacco companies, amounted to 
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$18,000,000 and $6,000,000 respectively, making the bank among the 
largest creditors of the two companies.© 

Though Chase made some loans to its borrowers alone, most of the 
larger loans were effected through loan syndicates. Among the New 
York banks, the bank that cooperated most closely with Chase was 
National City Bank of New York, which was generally given a 
participation equal or close to that of Chase. In the $25,000,000 loan 
arranged by Chase for Standard Oil of California in 1940, the two 
banks each took $10,000,000 of the loan.$! Chase and National City 
also divided between themselves the $21,000,000 seven-year loan made 
to Standard Oil Co. of New Jersey in 1940, with Chase supplying 
$12,500,000 and National City, $8,500,000. In the $50,000,000 loan 
syndicate managed by Union Trust for Gulf Oil in 1940, each bank 
provided $12,500,000.5? And in the $10,000,000 five-year loan which 
Chase arranged for Consolidated Oil Corp. in 1941, Chase shared 
$6,000,000 and National City $4,000,000,9? an arrangement reflecting 
the close alliance of the two banks in oil financing. In contrast, none of 
the four banks in the Morgan-First National group had a participation in 
these loans, except that to Gulf Oil. 

The close cooperation between Chase and National City extended 
also to utility financing. In the $15,000,000 Wisconsin Electric Power 
loan, National City was given a share of $3,000,000, second to the 
$7,000,000 share of Chase.$5 The same was true of the $10,000,000 
Ohio Power loan in which Chase's share was $5,000,000 and that of 
National City was $2,500,000.56 In contrast, Morgan-First National 
interests were excluded from the Wisconsin Electric loan and, through 
Bankers Trust, were given only a $1,000,000 in the Ohio Power loan. 

Beyond the oil and utility sectors, National City was also a major 
participant in loan syndicates organized by Chase to finance tobacco, 
merchandising, and steel industries. In 1940, when Chase organized a 
loan syndicate to provide Reynolds Tobacco Co. with a $20,000,000 
10-year loan to pay off a corresponding amount of notes held by 
Equitable Life Assurance, National City was included as a major 
participant with a $7,500,000 share, equal to that of Chase (Central 
Hanover provided the remaining $5,000,000).5$ Again, in the 
$14,000,000 five-year loan headed by Chase for Safeway Stores in 
1940, National City was allotted a share of $3,500,000, half of that of 
Chase but equal to that of Bankers Trust.$? National City was also a 
participant in the $20,000,000 seven-year loan to Bethlehem Steel 
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which was arranged by Kuhn Loeb & Co. and Smith Barney & Co. and 
headed by Chase.?? And of the $16,500,000 loaned to Republic Iron & 
Co. in 1941, Chase and National City together accounted for 40%, the 
former providing $3,000,000 and the latter $3,500,000."! Morgan-First 
National interests were not represented in the loan. Here we see again 
an increasing cooperation between the two leading banks in the 
financing of the major industries and the consequent tendency to 
exclude Morgan-First National interests from participation. 

Though the banks of Morgan-First National group were 
Occasionally excluded from loan syndicates sponsored by Chase, the 
latter, with a few exceptions, was included in the important loan 
syndicates organized by Morgan-First National interests. Moreover, 
Chase was often accorded a larger share than that of the other 
participants. The bank, for instance, was one of the 11 participants in 
the syndicate that extended a three-year loan of $50,000,000 to U.S. 
Steel Corporation in 1938 under the management of First National 
Bank of New York; its share of $8,000,000 was the third largest among 
the participants.’? Chase was also one of the major participants in the 
$50.000.000 five-year loan made by seven banks and three insurance 
companies to General Motors Acceptance Corp. in 1939.73 And as we 
have seen, when Bankers Trust organized three loan syndicates to 
finance Commonwealth & Southern and its two subsidiaries. Georgia 
Power and Alabama Power, in 1941, Chase was accorded the largest 
share in all three syndicates, although its total participation was slightly 
less than the combined shares of First National Bank of New York and 
Banker Trust.” Chase, acting in close collaboration with Metropolitan 
Life and Equitable Life, had become so powerful that the Morgan-First 
National group was compelled to adopt toward it an accommodating 
rather than an antagonistic stance. 

Besides National City and Bankers Trust, the other New York 
banks that were occasionally associated with Chase in term financing 
were New York Trust and Bank of Manhattan Co. Among the 
important loans held by New York Trust in 1940 were three made in 
conjunction with Chase: to Pittsburgh Coal, National Distillers, and 
Granite City Steel.5 Bank of Manhattan Co., another secondary 
banking power, also joined Chase in financing Rayonier & Co. and 
United Electric Coal. In the $6,500,000 loan to Rayonier & Co. in 
1940, Chase's participation was $3,500,000 while Bank of Manhattan 
shared $2,500,000 of the loan.76 
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Outside New York, Chase was closely associated with First 
National Bank of Chicago, First National Bank of Boston, and Union 
Trust in Pittsburgh, all leading regional financial institutions. As we 
shall see later, the First National Bank of Chicago was heavily 
dependent on Chase and Bankers Trust in its financing of large Middle 
West enterprises after the mid-1!930s.’? Many of the loans sponsored by 
First National Bank of Chicago, including the loans made to Kimberly 
Clark Corp. and National Bonds & Investment, relied on large 
participation from Chase. The same was also true of Mellon's Union 
Trust.’8 In the loan syndicates organized by Union Trust to finance 
Mellon's energy companies—Gulf Oil, Lone Star Gas, Pittsburgh 
Coal—Chase provided the largest portions of the three loans. The 
cooperation between Chase and First National Bank of Boston centered 
on International Paper & Ромег.?9 Together with Bankers Trust, Chase 
and First National Bank of Boston had financed the paper and power 
company even prior to the Great Depression. On the various loans 
made to the paper company, Chase provided 50%, the other two banks 
25% each. 

In financing industry, Chase collaborated closely with the two 
large life insurance companies with which it interlocked in directorship. 
The presidents of both Metropolitan and Equitable were on the board of 
Chase, and the Rockefeller interests were represented on the boards of 
the two сотрапіеѕ.80 In 1940, Metropolitan Life was the largest and 
Equitable Life was the fourth largest insurance company in the United 
States.8! The bank and the two insurance companies divided the loan 
market between themselves by designating particular industrial sectors 
as the exclusive domains of either the bank or the insurance companies. 
Thus, Chase provided loans for dairy products, tobacco, and the 
military industries,8? and also represented the Rockefeller interests in 
financing the smaller oil сотрапіеѕ.83 The two insurance companies, 
on the other hand, supplied the long term loans to the larger oil 
companies, tire companies, and large utility companies. 

The bank and the two insurance companies also jointly undertook 
the financing of some corporations, the bank responsible for the one-ten 
year loans and the insurance companies purchasing the bonds with 
longer maturity.85 This form of collaboration also existed between the 
bank and insurance companies within the Morgan-First National group, 
but it was in the Rockefeller group that it was carried out to the fullest 
extent. Metropolitan Life and Equitable Life also greatly bolstered 
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Chase's assets by regularly maintaining large amounts of deposits with 
the bank.86 


METROPOLITAN LIFE AND EQUITABLE LIFE 


Together with Chase National Bank, the immense resources of 
Metropolitan Life and Equitable Life enabled Rockefeller interests to 
become the dominant financial power in the Depression era. The two 
Rockefeller insurance companies were the largest suppliers of long- 
term capital in the 19305; their growing investment greatly contributed 
to Rockefeller's financial dominance in utilities, oil, steel and other 
important industries. In the financing of industry, Metropolitan and 
Equitable collaborated closely with each other and with Chase National 
Bank; their large deposits with Chase fostered its leadership in the 
banking industry. 

The Great Depression further strengthened Rockefeller's position 
in the insurance industry. From 1929 to 1941, Metropolitan nearly 
doubled its assets, from $3,010,000,000 to $5,648.000.000.87 
Equitable's expansion in the same period was even more dramatic, its 
assets rising from $1,179,000,000 to $2,741,000.000.55 At the end of 
1941, the two insurance companies together held 25.7% of all life 
insurance assets, up from 23.696 in 1928. Rockefeller also dominated 
Travelers Insurance, which had assets of $1,098.000.000 in 1941.89 
Through the three insurance companies, Rockefeller thus controlled 
30% of life insurance assets in 1941. 

With the growth of their assets, the two major insurance companies 
reshaped their investment policies. Railway bonds. their major 
investment outlet through the 1920s, were displaced during the 
Depression by utility and industrial bonds.?? From 1930 to 1941, 
Metropolitan's utility and industrial bond holdings grew from 
$394.000.000 to $1.340,000.000. Equitable's holdings from 
$155.000.000 to $988,000.000. Utility and industrial bonds. 12% of 
Metropolitan's assets іп 1929, accounted for 24% in 1941: their share 
of Equitable's assets rose from 12% to 36%. During the same period, 
the railway bonds dropped from 20% to 10% of Metropolitan's assets 
and from 18% to 16% of Equitable' s.?! 

Although the change in investment policy of Metropolitan and 
Equitable reflected the changing investment environment, the new 
investment was guided by the Rockefeller strategy of consolidating 
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their position in the basic industries, particularly the energy sector. This 
is partly indicated by the comparatively high percentage of the assets of 
the two companies accounted for by utility and industrial bonds®: 
23.6% for Metropolitan and 36.0 for Equitable—4.7 and 17% higher, 
respectively, than the average 18.9% for all life insurance companies. 

Of the non-railway corporate bonds held by Metropolitan and 
Equitable in 1941, utilities represented over 60% of the investment. The 
two companies, acting together or separately, invested heavily in the 
five utility systems in which Rockefeller's influence was dominant: 
North American, Associated Gas & Electric, Standard Gas & Electric, 
Cities Service, and United Light & Power. As of 1941, Metropolitan’s 
investment in the five systems totaled $132,283,000 and Equitable’s 
$157,775,000, accounting for 16.5% and 27.6% of their respective 
utility bond portfolios.95 Metropolitan and Equitable also joined with 
the three major insurance companies of Morgan-First National interests 
in the financing of the United Corporation group and the Ebasco group, 
both dominated by Morgan-First National (the latter until the mid- 
1930s). At the end of 1941, the Rockefeller insurance companies had 
invested $198,000,000 in the United Corporation group and 
$149,000,000 in the Ebasco group—$27,000,000 less than the three 
Morgan-First National insurance companies in the United Corporation 
group but $104,000,000 more than the Morgan-First National 
companies in the Ebasco group.’ The two Rockefeller insurance 
companies were also large investors in Commonwealth Edison and 
Consolidated Edison, holding $95,700,000 of the outstanding bond of 
the former and $55,260,000 of the latter as of 1941. 

Investment by Metropolitan and Equitable in American Telephone 
& Telegraph Co., the telephone trust dominated by Morgan-First 
National, also greatly increased, rising from $43,000,000 to 
$189,000,000 between 1929 and 1941. The growing investment made 
Rockefeller interests the second largest creditor of the telephone trust, 
next to Morgan-First National.97 

The industrial investment of the two insurance companies, totaling 
$956,000,000 in 1941, extended to a wide range of industries and 
focussed on oil, steel, and auto sales finance. At the end of 1941, these 
three sectors comprised 16%, 12% and 18% respectively of 
Metropolitan’s industrial bond portfolio and 14%, 13% and 24% of 
Equitable’s.°8 Twenty-three large corporations in the three sectors 


Table 5-4: Dank deposits of major insurance companies (1938) 


Metropolitan Life 


Chase National Bank $31,061,000 
Guaranty Trust 164,000 
Bankers Trust 6,064,000 
J.P. Morgan & Co. 3,777,000 
First National Bank (NY) 5,045,000 
National City Bank (NY) 6,075,000 
New York Trust 231,000 
Irving Trust Ы 
Chemical Bank & Trust 3,215,000 
Bank of Manhattan 5,689,000 


Continental Illinois B. & J. E 
Fidelity Union Trust * - 
Wells Fargo Bank - 


Royal Bank of Canada 1,124,000 
Others 46,355.000 
$108,800,000 


* closely affiliated with Prudential Insurance Co. 


Source: New York Insurance Report, 1939. 


Equitable Life 


28.5 % $40,358,000 


0.2 
5.6 
3.5 
4.6 
5.6 
0.2 
0 
3.0 
5.2 
0 
0 
0 
10 
42.6 


4,792,000 
5,464,000 
8,913,000 


4,532,000 


4,571,000 


5,363,000 
4,264,000 


34,543,000 
$112,800,000 


35.8% 


4.2 
4.8 
19 
0 
4.0 
0 
4.1 
0 
4.8 
3.8 
0 
0 
0 
30.6 


Prudential [ns. 


$13,712,000 
15,412,000 
10,335,000 
9,165,000 
7,105,000 
5,252,000 
8,572,000 
3,818,000 


22,329.000 
$95,700,000 


Chase National Bank 


Table 5-5: Metropolitan Life's investment in industrial and 
miscellaneous bonds of corporations affiliated with the five 


financial groups (1941) 


Rockefeller group 
Rockefeller Center 
Socony Vacuum 
Standard Oil Co. of New Jersey 
Standard Oil Co. of California 
Atlantic Refining 
Bethlehem Steel 
International Paper 


Morgan-First National group and Du Pont group 
General Motor Acceptance Corp. * 
U.S. Rubber * 
U.S. Steel (including railroad subsidiaries) 


Mellon 
Aluminum Co. of America 
Jones & Laughlin Steel 
American Rolling Mill 
Crucible Stecl 
Koppers 


Chicago 
Marshall Fields 
Inland Steel 


Cleveland 
Youngstown Steel & Tube 
National Steel 
Republic Steel 
Goodyear Tire & Rubber 
Cleveland Terminals 


$30,046,000 
42,000,000 
5,200,000 
2,065,000 
1,620,000 
8,000,000 
8,864,000 
$97,795,000 


$45,000,000 
17,703,000 
14,858,000 
$77,561,000 


$12,800,000 
3,000,000 
10,500,000 
3,342,000 
2,000,000 
$31,642,000 


$27,000,000 
4,300,000 
$31,300,000 


$5,000,000 
10,000,000 
2,000,000 
14,348,000 
8,000,000 
$39,348,000 


* controlled by Morgan-First National interests and Du Pont interests 
Source: Annual Report to New York Insurance Department, 1941. 
Metropolitan's industrial bond investment (1941): $539,500,000 
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18.1% 


14.4 


5.8 


5.8 


73 
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accounted for the investment. The oil investment, totaling 
$143,589,000, consisted of bonds and debentures of 12 oil companies. 
Five oil companies affiliated with Rockefeller interests received 
$75,162,000, or 52% of the oil investment —Socony Vacuum 
($42,000,000), Atlantic Refining ($1,628,000), Standard Oil Co. (New 
Jersey) ($5,220,000), Standard Oil Co. of California ($2,065,000), and 
Consolidated Oil ($24,500,000). The remaining oil investment went to 
Shell Union ($13,700,000), Texas Co. ($12,600,000), Sun Oil 
($10,000,000), Tidewater Associated Oil ($21,500,000) and three 
smaller companies. The investment in steel totaled $111,613,000 and 
was divided among eight major companies. Three issues alone 
represented 56% of the steel investment: Bethlehem Steel 
($27,800,000), American Rolling Mill ($23,000,000), and National 
Steel ($12,695,000). In addition, Metropolitan and Equitable had held 
$15,679,000 in U.S. Steel preferred stock and $15,323,000 in its 
railroad subsidiaries. These investments, together with the $5,443,000 
in bond holdings, made U.S. Steel the largest investment outlet of the 
two insurance companies in the steel industry. The auto sales-finance 
investment totaled $190,000,000 and was distributed among General 
Motors Acceptance Corp. ($75,000,000), Commercial Investment Trust 
($75,000,000) and Commercial Credit ($40,000,000). Forty-five 
percent of the investment was in discount notes, the remainder in three- 
ten year loans. By 1941, Metropolitan and Equitable had surpassed the 
three major Morgan-First National insurance companies in oil, steel and 
automobile sales finance investment.” 

Outside the three largest industrial sectors, Metropolitan and 
Equitable increased their holdings in tire, paper, chemical and 
merchandising,!™ again focussing their investment оп a small number 
of large corporations. By 1941, Metropolitan had invested a total of 
$42,480,000 in the four major tire manufacturers: Goodyear 
($14,348,000), Firestone ($5,000,000), U.S. Rubber ($17,700,000), and 
Goodrich ($5,000,000). Equitable, too, held $13,000,000 in U.S. 
Rubber bonds. Metropolitan was also one of the largest creditors of two 
major chemical companies: Union Carbide ($9,160,000) and American 
Cyanamid ($10,700,000). Loans by the Rockefeller insurance 
companies to the paper industry amounted to $30,000,000, 70% of 
which went to International paper. Investment in the merchandising 
industry, totaling $63,000,000, included loans to five major 


Table 5-6: Industrial bonds acquired by Equitable Life Assurance Society through direct placement in 1936-38 
96 in Co's 
Year % in bond Joint industrial bond 
acquired Amount issue purchasers — holdings in 1938 


Petroleum 


Socony Vacuum Oil * 1936 $10,000,000 14.3 Metropolitan 3.3% 
deb. 1955 34 3 others 

Consolidated Oil Corp. * 1938 25,000,000 100 - 8.3 
deb. 1950 32/8 

Gulf Oil Corp. 1938 25,000,000 50 Metropolitan 8.3 
deb. 1953 27/8 

Shell Union Oil Corp. 1938 25,000,000 100 - 8.3 
deb. 1953 35/8 

Ohio Oil * 1938 14,000,000 67 Chase Nat. 4.6 
deb. 1953 3/4 

Sun Oil 1938 12,000,000 100 - 4.0 
deb. 1948 27/9 

Pan-American Pet. & T.* 1938 5,500,000 Chase Nat. 1.8 
note 1939-50 37/4 

Standard Oil of Ohio * 1938 5,000,000 100 - 1.7 


deb. 1948 31/2 


"Total (8 issues) 121,500,000 40.396 


Table 5-6 (continued) 


% in % in Co's 
Year bond Joint industrial bond 
acquired Amount issue purchasers holdings in 1938 
Gas 
Cities Service Gas 1938 10,000,000 50 Metropolitan 33 
1947-54 32/4 
Others ($2,000,000 or more) 
В. J. Reynolds Tobacco 1938 20,000,000 100 - 6.7 
notes 1940-9 2.45 
U.S. Rubber 1938 14,000,000 35 Metropolitan 4.6 
deb. 1958 4!/4 2 others 
Pilisbury Floor Mill 6,000,000 100 - 2.0 
deb. 1953 32/4 
Bendix Airation Corp. 1938 3,000,000 100 - 1.0 
deb. 1948 31/2 
Celanese Corp. 1938 3.000,000 - 1.0 
deb. 1950 42/4 
Addressograph Multigraph 1938 2,500,000 100 - 0.8 
deb. 1953 35/8 
Crown Cork & Seal 1938 2,500,000 - 0.8 


deb. 1948 4!/ 


Table 5-6 (continued) 


% in Ф іп Co's 
Үеаг bond Joint industrial bond 
acquired — Amount issue purchasers — holdings in 1938 ў 

Abbotts Dairies 1938 2.000,000 100 - 0.6 
deb. 1948 31/2 
Cuneo Press 1938 2,000,000 100 - 0.6 
deb. 19484 
Devoe & Raynolds 1938 2,000,000 100 - 0.6 
deb. 1953 41/4 

Grand total (18 issues 186,500,000 63.1 % 


Sources: New York Insurance Report, 1937-39; Moody's Industrials, and others. 
Remarks: Equitable had owned a $20,000,000 Gulf Oil Corp. of Pennsylvania since 1935. The issue 
was refunded at lower interest rate and the amount increased to $25,000,000 in 1938. 
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corporations: Marshall Fields ($27,000,000), Gimbel, ($6,325,000), J. 
Wannamaker ($12,800,000), Federated Department ($5,876,000), and 
Safeway Stores ($11,000,000). 

Metropolitan's and Equitable's borrowers also included an array of 
medium-size companies, many of which held a leading position in their 
respective industries, despite ranking below the Fortune largest 100,10! 
From 1939 to 1941, Metropolitan invested a total of $42,000,000 in 14 
medium-size companies, sharing three of the loans with Equitable Life. 
Among the loans that it financed alone were those to Worthington 
Pump & Machinery ($5,1500,000), Squibb (E.R.) Sons ($5,000,000), 
American Home Products ($5,000,000) and Copperweld Steel 
($3,000,000). Metropolitan's loans to these four borrowers accounted 
for 12.4%, 20.6%, 19.7% and 16.5% of their respective assets. 

The increase in Equitable's loans to medium-size companies was 
even more impressive. As of 1941, its loans to 37 medium-size 
companies totaled $97,860,000 and comprised 23.4% of its industrial 
lendings. In 1939-41, Equitable made sizeable loans to four companies 
outside the Fortune 100 that held a leading position in their respective 
industries: Continental Baking ($13,397.000). Crown Cork & Seal 
($13,400,000), E. W. Scripps ($7,500,000), and Tubize Chatillon 
($5,000,000). The loans represented 27.6%, 25.0%. 10.5% and 25.1% 
of the assets of the four borrowing companies, respectively.!9? In 
addition, Equitable shared with Metropolitan Life in the financing of 
three other medium-size companies: General Cable ($3,768,000), 
National Gypsum ($3,116,000), and Remington Rand ($3,000,000). 
None of these medium-size companies financed by the two insurance 
companies was a Rockefeller company; the loans, however, greatly 
expanded Rockefeller's industrial domain. 

Metropolitan and Equitable also led the other insurance companies 
in the direct placement of corporate securities during the 1930s, 
acquiring directly from the issuers most of the utility and industrial 
bonds they purchased. The record of a Congressional committee 
showed that Metropolitan was the largest and Equitable the second 
largest purchaser of the $3,400,000,000 in bonds privately placed 
between 1934 and 1940,!03 taking 25.3% ($860,879,000) and 17.3% 
($590,456,000) respectively. The combined share of the two companies 
far exceeded the 25.7% share of the three Morgan-First National 
insurance companies. 


Table 5-7: Metropolitan Life's investment in meduium-sized companies (1941)* 


1938-40 
1938-40 
1940 
1940 
1940 
1940 
1940-41 
1941 
1941 
1941 
1941 
1941 
1941 
1941 


J. Wannamaker! 
Interchemical Corp. 
General Cable? 

Freeport Sulphur? 

Green (H. LX 

National Gypsum? 
Worthington Pump & Mach. 
Copperweld Steel 
General Refractory 
American Home Products 
New York Trap Rock 
Squibb (E. R.) Sons 
Union Bag & Paper® 
Remington Rand? 


No. of 
employ- 
ees 
7,000 
3,200 
8,000 
1,100 
3,200 
3,700 
5,000 
2,100 
5,900 
5,000 
n.a. 
3,100 
4,900 
19,000 


Assets 


n.a. 


Debt 


n.a. 


$20,637,000 $2,050,000 


47,256,000 
27,790,000 
22,294,000 
25,651,000 
44,341,000 
18,197,000 


7,535,000 
3,000,000 
5,000,000 
6,774,000 
5,500,000 
3,750,000 


23,138,000 3,000,000 


25,382,000 
15,362,000 
24,264,000 
22,543,000 
47,434,000 


5,000,000 
3,500,000 
5,000,000 
4,600,000 
18,000,000 


% of 


Metropolitan borrower's 
outstanding bond holdin 


$12,800,000 
2,050,000 
3,768,000 
2,500,000 
5,000,000 
3,116,000 
5,500,000 
3,000,000 
1,500,000 
5,000,000 
3,500,000 
5,000,000 
2,300,000 
3,000,000 


assets 


n.a. 


9.9% 


8.0 
9.0 
22.4 
12.2 
12.4 
16.5 
6.5 
19.7 
22.8 
20.6 
10.2 
6.3 


Other lender 
n.a. 
Equitable Life $3,768,000 
Sun Life $500,000 


Equitable Life $3,116,000 Sun Life 

Central Hanover B. & T. $750,000 
Prudential Ins. $1,500,000 
Prudential Ins. $2,300,000 
Equitable Life $3,000,000, Chase 


National $1,000,000 


Total (14 companies) 


$58,034,000 


Table 5-7 (continued) 
* companies not included in Fortune's 200 largest corporations and had borrowed $1,500,000 or more from Metropolitan Life. 


1 largest department store in Philadelphia. 
2 affiliated with American Refining and Smelting Co. 
3 the second largest sulphur produccr. 
4 an important chain store. 
5 the second largest gypsum producer. 
6 the second largest producer of paper bag. 
7 No. 2 office equipment manufacturer. 
Sources: Annual Report to New York Insurance Department, 1941; Moody's Industrials, 1942. 


Table 5-8: Equitable Life's investment in medium-sized companies (1941)* 


1937 
1938 
1938 
1939 
1939 
1940 
1940 


1940 
1940 
1940 
1940 


1940 
1940 
1940 


Hooker Electrochemical 
Pillsbury Flour Mill 
Abbotts Daries 
Continental Steel 
Marathon Paper Mills 
General Cable! 

Kendall Co. 


National Gypsum? 
Pennsylvania Dixie Cement 
A. E. Staley Mfg. 
Woodward Iron 


Bond Stores 

Northwest Publications 
Saenger Theatres 
(Paramount-Richards Theatres) 


No. of 
employ- 
ees 
800 
3,600 
1,900 
3,400 
3,100 
8,000 
7,800 


3,700 
1,700 
1,900 
3,000 


9,000 
1,278 
n.a. 


Assets 

$11,944,000 
29,662,000 
8,804,000 
17,254,000 
16,465,000 
4,725,600 
20,882,000 


25,651,000 
12,957,000 
26,568,000 
25,700,000 


23,758,000 
7,015,000 
2,450,000 


Debt 
outstandin 
$2,726,000 

5,200,000 
1,500,000 
1,600,000 
3,580,000 
7,535,000 
4,900,000 


6,774,000 
4,887,000 
1,700,000 
5,950,000 


2,700,000 
3,200,000 
1,959,000 


Equitable’s borrower's 


bond holdin, 
$2,666,000 
5,200,000 
1,500,000 
1,600,000 
3,580,000 
3,768,000 
2,500,000 


3,116,000 
3,250,000 
1,700,000 
2,837,000 


2,700,000 
3,200,000 
1,959,000 


% of 


assets 
22.5 
17.3 
17.0 
9.3 
21.7 
8.0 
12.0 


12.2 
25.1 

6.3 
11.1 


11.3 
45.6 
п.а. 


Other lender 


Metropolitan Life $3,768,000 
First National Bank (Boston) 

$1,400,000, others $1,000,000 
Metropolitan Life $3,116,000 


4 banks $800,000, 
others $2,313,000 


Table 5-8 (continued) 


No. of % of 
employ- Debt Equitable's borrower's 
ees Assets outstanding bond holdin assets Other lender 

1940 Pittsburgh Equitable Meter 1,890 1,550,000 1,550,000 n.a. - 

1940 Crown Cork & Seal 5,200 53,651,000 — 18,300.000 13,400,000 25.0 Bankers Trust $3,300,000, 
others $1,600,000 

1940-41 Ashland Oil Ref. 800 9,301,000 2,000,000 — 2,000,000 21.5 - 

1941 Continental Baking? 13,500 48,562,000 17,500,000 13,400,000 27.6 Manufacturers Trust and 
New York Trust $4,100,000 

1941 М.Е. Hall Printing 3,000 14,029,000 3,000,000 1,900,000 13.5 - 

194] Pacific Fruits & Prod. 3,000 13,454,000 2,000,000 — 2,000,000 14.8 - 

1941 Remington Rand® 19,400 47,434,000 18,000,000 3,000,000 6.3 Metropolitan Life $3,000,000, 
Chase National Bank $800,000 

194] EW. Scrippe? n.a. 59,000,000 n.a. 7,500,000 (1938) 

1941 Tubize Chatillon? 2,800 . 20,191,000 5,000,000 5,000,000 25.1 - 

1941 Colonial Stores 6,400 9,698,000 2,000,000 2,000,000 20.6 - 

194]  Kelsey-Hayes Wheel 4,000 18,588,000 4,000,000 2,500,000 13.5 Chase National Bank and 
other banks $1,500,000 

1941 National Cylinder Gas 1,500 13,622,000 1,500,000 1,500,000 11.0 - 

1941 Ruthless Iron & Steel? 2,400 15.472.000 — 3.698.000 2.541.000 16.4 New York Trust $1.157.000— 


Total (27 companies) $132.759,000 


Table 5-8 (continued) 


* companies that ranked below Fortune's 200 largest corporations and had borrowed $1,500,000 or more from Equitable Life. Financial 


service companies not included. 


1 affiliated with American Refining & Smelting Co. 

2 second largest gypsum producer. 

3 subsidiary of Paramount Picture. 

4 largest cork manufacturer. 

5 largest bakery. 

6 No.2 office equipment manufacturer. 

7 affiliated with W. R. Hearst interests. 

8 one of the major rayon yarn manufacturers. 

9 affiliated with American Rolling Mill. 
Sources: Annual Report to New York Insurance Department, 1941; Moody's Industrials, 1942. 
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In the direct placement of utility issues, Metropolitan and Equitable 
generally gave the major Morgan-First National insurance companies a 
share of the utility bonds bought under their leadership, and received 
similar treatment from Morgan-First National in turn. Such reciprocity 
was less common in the case of industrial issues. More often than not, 
the Rockefeller insurance company that negotiated for the industrial 
issue either bought the entire issue alone or divided it with the other 
Rockefeller insurance company. Between 1937 and 1940, Metropolitan 
bought and kept for its own investment 9 industrial bond issues, while 
Equitable bought and kept 27.1 In the same period, the two companies 
shared 8 industrial issues they bought directly from the issuers: 
American Cyanamid ($6,000,000, 1937), Cities Service Gas 
($20,000,000, 1938), Tidewater Associated Oil ($21,500,000, 1939), 
General Cable ($6,000,000, 1939), National Gypsum ($6,000,000, 
1939), American Rolling Mill ($10,000,000, 1940), Loews Theatre & 
Realty ($11,000,000, 1941), and International Paper ($25,000,000, 
1941). Metropolitan and Equitable also retained a dominant share in 7 
industrial bond issues privately placed under their leadership, giving the 
Morgan-First National insurance companies a minority share in the 
issues. 105 

Unlike the insurance companies and banks in the Morgan-First 
National group, Metropolitan Life and Equitable Life collaborated 
closely with Chase National Bank in utility and industrial finance, with 
the two insurance companies purchasing a substantial portion of a bond 
issue, sometimes the whole issue, and the bank financing the 
accompanying term loan. In 1938, Equitable Life and Chase divided 
three loans: Ohio Oil ($21,000,000), El Paso Natural Gas 
($10,000,000), and Pan-American Petroleum & Transport 
($9,000,000).!% In the three loans, Equitable bought the bonds and 
Chase took the one-ten year note. From 1938 to 1941, Metropolitan 
Life and Equitable Life were the largest purchasers of 21 bond issues 
for which Chase headed the term loans. These included the large loans 
made to Ohio Power ($10,000,000), Wisconsin Electric Power 
($15,000,000), Pennsylvania Power & Light ($8,500,000) and B. F. 
Goodrich ($10,000,000).!?? As of 1941, $140,000,000 of the 
$300,000,000 outstanding term loans held by Chase consisted of 20 
loans that accompanied bond issues of which Metropolitan and 
Equitable were large purchasers (Chase's outstanding loans in the same 
year totaled $800,000,000). On occasion, Chase provided a term loan to 
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refinance a bond issue held by one of the insurance companies (for 
example, the $14,000,000 loan by Chase to Ohio Oil in 1939 to refund 
the bond held by Equitable) and vice versa (in 1941, Metropolitan 
bought a $5,000,000 bond issue from Squibb which used the funds to 
pay off a loan from Chase). !08 

By maintaining large deposits with Chase, the two insurance 
companies further strengthened Chase's leading position in the banking 
industry. At the end of 1938, Metropolitan had deposits of $31,061,000, 
and Equitable $40,358,000, with Сһаѕе, 109 the two companies 
accounting for 3.2% of Chase’s total deposits ($2,234,000,000) in the 
same year.!!0 
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CHAPTER 6 


National City Bank 


The third largest banking power in Wall Street in the 1930s was 
National City Bank of New York. Like Chase and Guaranty Trust, 
National City Bank had, by the late 1930s, more than recovered the 
assets it had lost in the few years following the stock market crash. In 
1941, the bank's assets totaled $3,080,000,000, $1,000,000,000 more 
than in 1930.! As was the case with the other major banks, the increase 
in assets was not accompanied by a corresponding increase in the 
amounts of loans. In 1941, the bank's outstanding loans totaled 
$620.000,000 as compared with $1,015,000,00 in 1930.? Of the 
$620,000,000, loans held by the bank's head office, which provided 
loans to the big corporate borrowers, accounted for 62% of the amount. 
In contrast, U.S. Government bonds, which comprised 9% of the bank's 
assets in 1930, represented 3746 of assets in 1941. 

Together with Chase and Guaranty Trust, National City played a 
leading role in introducing the early term loans. Shortly after the 
beginning of the Depression, the bank joined the other banks in making 
term loans to two subsidiaries of Electric Bonds & Shares: a 
$50,000,000 two-year loan to American & Foreign Power in 1930 and, 
by replacing a six-month loan, another $21,500,000 three-year loan to 
United Gas Corporation in 1933.3 National City's participation in the 
two term loans was $10,000,000 and $3,750,000, respectively, both the 
largest among the participants. Again, in 1932, the bank, together with 
Guaranty Trust and Chase, converted a $70,000,000 demand loan to 
Anaconda Copper Mining into a two-year loan.* National City shared 
40% of the financing and managed the loan. Of the other two 
participants, Guaranty Trust provided 40% and Chase 20% of the 
amount As of 1933, National City's outstanding loans to the two 
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utilities and to Anaconda aggregated $39,500,000 and accounted for 
8% of the loans held by the bank ($497,000,000).6 

The years after 1933 saw the bank actively diversifying its term 
lending. Between 1934 and 1937, the bank made substantial loans to 
oil, mining, and utility concerns. National City took part in the 
$10,000,000 two-year loan to American Metals formed under the 
management of First National Bank of Boston in 1934.7 The bank was 
also one of the 12 participants in the Socony Vacuum $27,000,000 five- 
year loan syndicate managed by Chase in 1935 and, again, in another 
syndicate to finance the $40,000,000 1-5 year borrowing by 
Consolidated Oil Co. in the same year, also managed by Chase. In the 
$18,000,000 1-5 year loan syndicate organized by First National Bank 
of New York for Tidewater Associated Oil in 1936, National City also 
was one of the eight lending banks.? And, in 1936, the bank organized 
the loan syndicate that provided Chile Exploration, a subsidiary of 
Anaconda Copper Mining, with a $25,000,000 1-5 year loan.!° Like the 
previous loan made to Anaconda, the Chile Exploration loan was 
divided among three participants: National City and Guaranty Trust 
each provided 40% of the loan, and Chase took the remaining 20%. In 
1937, National City also joined the other major banks in making the 
$8,500,000 five-year loan to Niagara-Hudson & Со.,!! and another 
$6,000,000 1-3 year loan to American Water Works & Electric Co.!? 
The loan to Niagara-Hudson was managed by J.P. Morgan & Co. 
National City's participation in the loan was $1,400,000. 

Although oil and mining concerns were the bank's major 
borrowers in the mid-1930s, some manufacturing concerns also 
obtained term loans from the bank. St. Regis Paper Co., one of the 
major paper manufacturers, received a $4,000,000 term loan from the 
bank in 1934. Another leading newsprint manufacturer, Crown- 
Zellerbach, also borrowed $3,000,000 for a 1-5 year period from 
National City in 1937.14 Other National City’s term loan recipients іп 
the mid-1930s were Schenley Distillers, RCA, and Oliver Farm 
Equipment.!? The loans to Schenley Distillers and to RCA were made 
through loan syndicates organized by Bankers Trust. National City 
managed the loan to Oliver Farm Equipment. The bank had been 
instrumental in the organization of the farm equipment company in 
1929 and had remained the company's agent bank thereafter.!ó 
Originally a $16,700,000 demand loan granted by the banks headed by 
National City to rescue the company in 1930, the loan balance was 
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subsequently reduced to $7,100,000 in 1935 and replaced by a like 
amount of three-year term loan in the same year.!? Including National 
City, three banks participated in the loan. 

Despite the loan diversification, the outstanding amount of term 
loans held by the bank's head office recorded a slight decrease during 
the four-year period, from $39,000,000 in 1933 to $35,000,000 in 
1937.'8 By the mid-1930s, the $28,000,000 two-year loan granted by 
the bank to Anaconda Copper Mining in the early 1930s had been 
repaid, so was the $3,750,000 loan made to United Gas Corporation.!? 
In the meantime, the three oil companies which received substantial 
term loans from the banks—Socony Vacuum, Consolidated Oil, and 
Tidewater Associated Oil—also prepaid their loans between 1936 and 
1937 with funds they raised through bond іѕѕџеѕ.20 Of the $35,000,000 
term loans held by its head office in 1937, seven corporations which 
borrowed $1,000,000 or more accounted for more than 80% of the total 
amount: Chile Exploration, $8,400,000; American & Foreign Power, 
$4,800,000; St. Regis Paper, $4,000,000; Crown Zellerbach, 
$2,700,000; Schenley Distillers, $2,200,000; Postal Telegraph & Cable, 
$2,600,000; RCA, $2,000,000; Oliver Farm Equipment, $2,000,000 
(estimated); American Water Works & Electric, $1,700,000; and 
Niagara-Hudson, $1,000,000. 

With the growing demand for term loans after 1937, National 
City's term loan holdings increased significantly between 1938 and 
1941, from $35,000,000 to more than $150,000,000. By 1941, the 
bank's term loan holdings had comprised over 25% of the bank's 
outstanding loans.?! At the same time, the sharp increase in loan 
holdings was accompanied by a drastic change in the bank's loan 
composition. Railroad loans, which accounted for a considerable 
portion of the bank's loans in 1930, were negligible in the late 1930s.22 
In 1941, the only sizeable term loan for railway held by the bank was a 
$2,000,000 three-year loan to Southern Railway, which the bank made 
through a loan syndicate organized by the Morgan-First National 
interests in the same year. The bank had also made a $5,000,000 
three-year loan to New York Central in 1938, but this had been repaid 
in 1940. 

The bank's utility loans, including short term and long term loans, 
also decreased in the same period, from more than $80,000,000 in 1930 
to $30,000,000 in 1941. The loans were distributed among 14 
borrowing companies. Consolidated Edison Co. of New York, the large 
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New York utility group closely affiliated with the bank and to which 
the bank had loaned more than $60,000,000 shortly after the stock 
market debacle, had resorted to bond financing for its capital needs and 
thus had no loan from the bank in 1940.24 Instead, Commonwealth & 
Southern and its subsidiary, Georgia Power, became the bank's 
principal borrowers whose term loans from National City totaling 
$5.100,000 in 1941,25 and accounting for 17% of its term loans to 
utilities. The second largest borrower was International Telephone and 
Telegraph Co. Including its subsidiary, All American Cable, the tele- 
communication company had loans of $4,300,000 from the bank in 
1941. Other utility companies of which the bank was a creditor for 
more than $2,000,000 in 1941 were Panhandle Pipeline ( $3,000,000), 
Central Illinois Public Service ($3,000,000), Wisconsin Electric 
($2,480,000), American & Foreign Power ($2,320,000), Ohio Power 
($2,210,000), and Republic Natural Gas ($2,200,000). 

National City did not make loans to the power and gas companies 
alone, nor had the bank acted as agent bank for any of the financing. Of 
the ten loans of $1,000,000 or more outstanding in 1941, three loans 
were made under the sponsorship of Morgan-First National interests 
(Commonwealth & Southern, Georgia Power, and American & Foreign 
Power), another three were made through syndicates managed by Chase 
(Ohio Power, Wisconsin Electric, and Pennsylvania Power & Light), 
and two loans were arranged by Kuhn Loeb & Co. (Panhandle Eastern 
Pipeline and American Water Works & Electric). The other two loans 
were made in association with life insurance companies which bought 
the remainder of the notes issues. In the $5,600,000 one to ten-year 
loan to Republic Natural Gas, arranged through Dillon Read Co., 
National City Bank and Metropolitan Life divided the loan equally 
among themselves, the bank providing for the one to five-year 
borrowing and the insurance company for the six to ten-year 
financing.26 The $3,000,000 one to seven-year loan to Central Illinois 
Public Service was part of a $9,000,000 loan made by the bank with the 
Northwestern Life Insurance Co. and John Hancock Life Insurance Co., 
each of them purchased $3,000,000 of the notes.?? 

Like the Morgan-First National banks, National City was also able 
to offset part of the decrease in railroad and utility loans by increasing 
its lending to other sectors, particularly the oil, military, tobacco, and 
distillery sectors. In 1941, the bank's term loans to oil companies, 


Table 6-1: Main borrowers of National City Bank of New York (1941) 


Amount of % Outstanding Other Participants 
loan (1941) 


Public Utilities(14) 
Wisconsin Electric 1938 2518-3 3,000,000 20.0 2,480,000 Chase and others 


1939-48 

Ohio Power 2 2,500,000 25.0 2,210,000 Chase and 3 others 
1942-8 

Int'l Tel. & Tel. 4! 1,760,000 34.5 1,600,000 J.P. Morgan and 3 

others 

Due 1948 

Republic Nat Gas 1939 2l/g 2,800,000 50.0 2,000,000 Metropolitan Life 
1940-6 

Am. Water Works & 3 1,700,000 21.5 1,530,000 Chemical and 3 

El. others 
1940-4 

Pen. Pr. & Lt. 2!/g 3,000,000 35.3 2,400,000 Chase and 2 others 
10-yr 


Montana-Dakota Ut. 1940 due 1943 1,500,000 38.5 920,000 Equit. Life, others 


Table 6-1 (continued) 


Amount of % Outstanding Other Participants 


в. loan (1941) 
All Am, Corp. (ITT) 3 2,600,000 100.0 2,660,000 - 
1941-8 
Mon. West Pen. P.S. 213 800,000 100.0 650,000 - 
due 1947 
Panh. East Pipeline 1941 1-1 175 3,000,000 26.6 | 3,000,000 Chemical and others 
1942-5 
Com. & Southern 2!/g 3,000,000 17.6 2,300,000 Chase and 3 others 
194]-9 
Georgia Power 2!/2 3,000,000 220 2,810,000 Chase and 3 others 
1941-9 
Central Ш. P.S, 2314-3 3,000,000 33.3 3,000,000 Northwestern Life 
1942-6 John Han. Life 
Am. & Foreign P. 4 2,480,000 20.0 2,320,000 Guaranty T. and 
others 
1942-6 
29,940,000 
Oil (7) 


Standard Oil (N.J.) 1940 2!/ 8,500,000 40.0 8,500,000 Chase 
1945-47 


Table 6-1 (continued) 


Other Participants 


Chase and others 


Chase and others 


Chase 


Continental Ill, 
others 


Amount of % Outstanding 
loan (1941) 
Gulf Oil 1940 12/4 12,500,000 25.0 11,750,000 
1941-50 
Pierce Oil u.a. 500,000 100.0 450,000 
Wellington Oil 39 1,000,000 100.0 780,000 
1940-5 
Standard Oil (Cal) 1941 1172-2 6,000,000 400 6,000,000 
1946-50 
Pan-Am. Pet. & Tr. 13/5 2,500,000 100.0 2,500000 - 
1943-7 
Consolidated Oil due 1946 4,000,000 50.0 4,000,000 
33,980,000 
Tron and Steel (6) 
Youngstown Steel 1940  dueto 2,450,000 23.3 2,100,000 
1947 
1,000,000 850,000 
Bethlehem Steel 1!/4-2.6 1,000,000 5.0 1,000,000 


1943-50 


Chase and others 


Table 6-1 (continued) 


Amount of % Outstanding Other Participants 


a = шш ашынын BNO ым „(ШО 
Inland Steel 14 3,000,000 428 2,400,000 ЕМВ (Chi) 
1941-46 
Jones Laughlin St. 1941 2!/4 3,000,000 21.4 3,000,000 Union T. and 5 
others 
1942-8 
Republic Steel 2 3,500,000 21.2 3,000,000 Chase and 10 others 
1942-8 
Whecling Steel 13/4 1,000,000 167 1,000,000 Chemical and 4 
others 
1942-6 
13,350,000 
Aircraft (3) 
Bocing Airplane 194] ua. 8.410.000 100.0 8,410,000 - 
1946-7 
United Aircraft 1-уг 18,900,000 1000 18,900,000 - 
Lockheed Aircraft 1-уг 4,500,000 15.0 4,500,000 ЈР. Morgan 


and 9 others 
31,810,000 


Table 6-1 (continued) 


Others (19) 
St. Regis Paper 


American Tob. 


Generali Motors 
AcC., 


Reynolds Tob. 
Idaho Sugar 
Anaconda Min. 
Newport Industry 
RCA 


Schenley Distillers 


1934 


1939 


1939- 
4l 


1940 


Amount of 
loan 
u.a. 4,000,000 
due 1945 5,000,000 
1944-50 7,500,000 
13/4 7,000,000 
1940-9 


21/5-3!/4 1,500,000 
1944-9 


11/5 14,000,000 
1941-5 

31940-8 1,200,000 
1942-5 3,000,000 
1942-5 2,570,000 


% 


100 


20.0 


Outstanding Other Participants 
(1941) 


2,400,000 - 


10,000,000! Сиа. T., others 


7,500,000 * FNB, 5 others 


6,000,000 Chase, 
Cent. Han. B & T 


900,000 
8,000,000 Chase 
900,000 - 
3,000,000 * Bankers T. 
and 6 others 


Bankers T. and 
others 


2,570,000 


Table 6-1 (continued) 


Amount of % Outstanding Other Participants 
loan (1941) 
National Distillers 1941 и.а. 3,000,000 27.0 2,500,000 Chase. N.Y. Trust 
and others 
Allis-Chalmers 12/4 3,000,000 300 — 2,800,000 ЕМВ (Chi) 
1941-9 and others 
Tennesee Corp. 2174-3 2,000,000 660 1,750,000 Chemical 
1942-8 
Remington Rand 12/4 1,000,000 20.0 1.000,000 ЈР. Morgan & Co. 
1942-6 and 3 others 
Taggart Corp. 2!/2 1,000,000 100.0 800000 - 
1942-8 
Safeway 2173 1,500,000 33.3 1,500.000 Chase 
1942-8 Bankers T. 
Glidden 2 1,000,000 50.0 1.000.000 М.Ү. Trust 
1943-6 and 2 others 
J. Morrel 13/4 2,000,000 1000 2,000000 - 
1945-8 
Southem RW 3-yr 2,500,000 250 2,000,000 Guaranty T. 


and 4 others 


Table 6-1 (continued) 


48 borrowers 167,000,000 
*: Estimated amount of loan. | = Including short-term notes 
Loans outstanding (1941): — $618,814,000. 

% of 48 borrowers: 27%. 

% of 48 borrowers in head office's outstanding loans: 43% 
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which remained an insignificant amount during the late 1930s, rose to 
$33,000,000 and comprised 6% of the bank's loan portfolio. These 
loans were divided between eight borrowers, with five large companies 
accounting for 90% of the amount. The largest was a $12,500,000 1-10 
year loan to Gulf Oil Corp. through its participation in the $50,000,000 
loan syndicate managed by Union Trust to finance the oil company in 
1940.28 Standard Oil Co. of New Jersey, which in 1940 borrowed 
$21,000,000 for a seven-year period, obtained $8,500,000 of its loan 
from National City, thereby becoming the second largest borrower.2? 
Other oil companies to which the bank was a large creditor in 1941 
were Standard Oil of California ($6,000,000). Consolidated Oil 
($4,000,000), and Pan-American Petroleum and Transport 
($2,500,000). In total, loans to three Standard Oil companies amounted 
to $16,500,000 and accounted for about 52% of the bank's oil loans.?? 

Equally noteworthy was the rapid rise in lending to the aircraft 
industry. Although National City had financed the organization of 
United Aircraft and Transport Co. іп 1929,?! the bank made no loans to 
aircraft manufacturers throughout the 1930s. The enormous increase in 
military expenditure by the government after 1939 opened a new 
horizon for National City, as for Morgan-First National and Chase, in 
aircraft financing. By 1941, National City’s loans to this sector totaled 
$31,000,000 and comprised 5% of its loan portfolio (see Table 6-1). 
The loans were concentrated on three borrowers: Boeing Airplane, 
United Aircraft. and Lockheed Aircraft. The first two had been two of 
the three constituent companies of United Aircraft and Transport Co. 
until its dissolution in 1934.32 In 1941, borrowings by Boeing and 
United Aircraft from the bank amounted to $8.400.000 and 
$18.900,000, respectively, accounting for 85% of the bank’s loans to 
this sector.” The $4,500,000 loan to Lockheed represented the bank's 
15% participation in the $30,000,000 loan syndicate that financed the 
aircraft company in 1941.34 

Other industrial sectors which became large borrowers of National 
City after the mid-1930s were automobile sales finance, tobacco, and 
steel. The bank's loans to auto sales finance, which underwent severe 
shrinkage in the early 1930s, rose steadily with the recovery of the 
automobile industry in the late 1930s. In 1941, the bank. in addition to 
short-term notes, was one of ten holders of an issue of $50,000,000 in 
five-year notes issued by General Motors Acceptance in 1939.35 Its 
lending to General Motors Acceptance was increased in the following 
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year when it joined First National Bank and Chase in making another 
$10,000,000 ten-year Іоап.26 As of 1941, the bank's outstanding loans 
to auto sales finance companies, excluding the short-term notes, 
reached an estimated amount of more than $8,000,000 and comprised 
1.396 of its loan portfolio. 

The tobacco industry also received substantial loans from the bank. 
In 1940, National City was associated with Chase and Central Hanover 
in a $20,000,000 1-10 year loan to Reynolds Tobacco.?? National City's 
share in the loan was 40%, equal to that of Chase which managed the 
loan. Shortly before the Reynolds loan, it participated, with a 22% 
share, in a loan syndicate organized by Guaranty Trust to provide a 1-5 
year loan for American Tobacco.38 As of 1941, loans outstanding to 
American Tobacco, including both short-term notes and one to five- 
year loans, totaled $10,800,000. In total, borrowings by the two major 
tobacco companies comprised another 3% of the bank's loan portfolio 
in that year. The bank also made loans to other tobacco manufacturers, 
including Phillip Morris.’ 

Though smaller in amount, steel financing also played a part in 
expanding the term loan portfolio of the bank. In 1940-41, National 
City participated in 5-10 year loans to Bethlehem Steel ($1,000,000),*9 
Republic Steel ($3,500,000),4! Inland Steel ($3,000,000),42 Jones & 
Laughlin Stee! ($3,000,000), Youngstown Steel ($3,450,000),44 and 
Wheeling Steel ($1,000,000).4 Its participations in these six loans were 
5%, 21%, 42%, 21%, 17%, and 16%, respectively. National City 
headed the Republic Steel loan in which its participation was the largest 
($3,500,000). The loan to Jones & Laughlin Steel was managed by 
Union Trust, and the other four loans were all arranged by Kuhn Loeb 
and headed by other banks. In 1941, the bank also held an outstanding 
loan of $8,000,000 to Anaconda, the remainder of a $14,000,000 one to 
five-year loan as part of a $35,000,000 loan syndicate formed under its 
management in 1940.46 Including the Anaconda loan, the term loans to 
the steel and copper industry held by the bank at the end of the year 
exceeded $20,000,000. 

Though National City Bank made most of the small loans of less 
than $2,000,000 individually, all the large loans, with the exception of 
those to Boeing Airplane and United Aircraft, were consummated in 
association with other banks, especially with the Morgan-First National 
group and Chase. National City participated, often with a major share, 
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Table 6-2: Participants in International Telegraph & Telephone 
Co. $5,000,000 (10-yr) loan syndicate (1938) 


% 
Morgan-First National group 
J.P. Morgan & Co. $1,535,000 
First National Bank of N.Y. 780,000 
Guaranty Trust 480,000 
Bankers Trust 480,000 
3,275,000 65.5 
Other 
National City Bank of N.Y. 1,725,000 34.5 
5.000.000 100.0 


The company also borrowed $10,000,000 from RFC for 10-years. 
Source: Moody's Public Utility, 1939, p.1937. 


in many of the large syndicate loans organized by the Morgan-First 
National interests to finance their railway, utility, steel. auto sales 
finance, and tobacco concerns. In the 55.000.000 International 
Telegraph & Telephone loan made in 1938, for instance. the bank's 
participation ($1,725,000) was larger than that of any of the four other 
participants: J.P. Morgan & Co., First National Bank of New York. 
Guaranty Trust, and Bankers Trust." Again. in the $25.000.000 New 
York Central loan in 1938 and in the $10.000.000 Southern Railway 
loan in 1941,48 National City’s shares of 20% and 25% respectively, 
were among the largest. Its shares in loans to other large corporations of 
the Morgan-First National group—U.S. Steel (1938). General Motors 
Acceptance Corp. (1939), Commonwealth & Souther (1950), and 
American Tobacco (1941) 49—were also substantial: 10%. 10%, 189, 
and 18%, respectively. It was revealed in the Money Trag Investigation 
in 1912 that National City Bank. J.P. Morgan & Co.. and First National 
Bank of New York had entered into an agreemezi ener the panic of 
1907 providing for reciprocal treatment regarding loans and sscurines 
issues. National City's large shares in the various joan syndicates 
organized by the Morgan-First: National iniezesi& Ingerher with 
Gasranty Trust's 40% participation in the Жалол Citv-manazed 
Ananda lean syndicate, was an imdwanon thei che thres-pary 
agreement, despite the lapse af more than ze decades DODITRDRAd 10 
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govern the basic relationship between National City and the Morgan- 
First National interests.5Ü 

The rise of Chase as a dominant financial power in the 1930s, 
however, weakened the tie between National City and Morgan-First 
National interests. Though National City continued to participate in the 
financing of the important corporations affiliated with the Morgan-First 
National interests, effort was also made by the bank to diversify its 
financial activity by participating in loan syndicates organized by 
Chase for oil, utility, and tobacco corporations that had become closely 
affiliated with the Rockefeller interests. In the Chase-managed loans to 
Standard Oil Co. of California (1939; $25,000,000),5! Standard Oil Co. 
of New Jersey (1941; $21,500,000),52 and Consolidated Oil (1941; 
$10,000,000),5 National City was afforded a 3596 to 5096 share. The 
same was true of the $20,000,000 loan to Reynolds Tobacco in 1939, 
also managed by Chase. Even in loan syndicates organized by Chase 
for utility corporations and in which Chase reserved the largest 
participation for itself—Wisconsin Electric, Ohio Power, and 
Pennsylvania Power & Light—, National City's share was the second 
largest.54 The Rockefeller interests, in short, in an effort to maintain its 
financial dominance over the Morgan-First National interests, enlisted 
National City as an ally by allowing it large participations in important 
financial undertaking under Chase's sponsorship. National City, in turn, 
whose network of affiliated corporations was less extensive than that of 
the two major financial powers, found it necessary to ally itself not only 
with Morgan-First National but also with Chase. 

The bank's effort to diversify its financial activity was further 
demonstrated by its participation in some of the large loans managed by 
First National Bank of Chicago and Union Trust. Among the loans 
managed by First National Bank of Chicago, National City financed 
43% of the $7,000,000 seven-year loan to Inland Steel in 1941.55 In 
loans to Mellon's concerns, the bank had a 25% participation in the 
$50,000,000 one to ten-year Gulf Oil loan and shared 21% of the 
$14,000,000 one to eight-year loan to Jones & Laughlin Steel, both 
managed by Union Trust.5® Though the role played by National City in 
the financial affairs of the two groups—Chicago and Mellon—was less 
significant than Rockefeller's or Morgan-First National's, it 
nevertheless enhanced the bank's influence over corporate finance and 
helped the bank consolidate its position as a new financial ромег.5? 
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NOTES 


I. Moody's Banks-Insurance, 1930-42. National City Bank's assets in 
1930 were $1,940,000,000. 

2. Ibid. 

3, FTC Utility Report No. 83, 1935, р. 1847. 

4. Moody's Industrials, Supplement, November 16, 1932; Listing 
statement of Anaconda Copper Mining Co. to New York Stock Exchange. 

5. Listing statement of Anaconda Copper Mining Co. to New York Stock 
Exchange. The respective participants of the three banks in the loan were 
derived from their participations in subsequent loans made to Anaconda and its 
subsidiaries—Chile Exploration in 1936 and Inspiration Copper in 1939. (C. & 
F. Chronicle, Apri] 20, 1940; Moody's Industrials, 1941). 

6. As of 1933, the amount of loans, discounts and acceptances held by 
National City Bank totaled $497,000,000 and comprised the following: bankers 
acceptances, $30,364,472; import and export bills, $17,526,343; secured loans, 
$239,938,500; personal loans, $20,413,085; unsecured loans to business firms 
and corporations, $188,785,071 (Moody's Banks-Insurance, 1934). The 
$10,000,000 loan to American & Foreign Power had been reduced to 
$8,000,000 by 1933. 

7. Moody's Industrials, 1935. 

8. Moody's Industrials, Supplement, November 28. 1934; Listing 
statement of Consolidated Oil to New York Stock Exchange (A-10423). 
National City Bank was one of the two depository banks of Socony Vacuum 
(U.S. House Report, Committee on Interstate and Foreign Commerce, Pipe 
Lines, 1933, Part 2, p. 412). 

9. Registration statement of Tidewater Associated Oil Co. to SEC, 1936. 

10. Moody's Industrials, 1938; C. & F. Chronicle. June 17. 1939. 

11. Moody's Public Utilities, 1938; C. & F. Chronicle, November 4, 1939. 

12. Moody's Public Utilities, 1939; C. & Е. Chronicle. March 11. 1939. 

13. Moody's Industrials, 1933-35. The loan originally was a short-term 
loan but subsequently was converted into a term loan. National City Bank still 
held $2.400,000 of the loan in 1941 (Moody's Industrials, 1942). 

14. Listing statement of Crown Zellerbach Co. to New York Stock 
Exchange (A-10837). 

15. Moody's Industrials. 1937. National City Bank had been associated 
with the financing of Schenley Distillers since 1935 through loan syndicates 
managed by Bankers Trust (C. & F. Chronicle, December 7. 1935). 

16. U.S. Senate, Stock Exchange Practices: Hearings, 1933. р. 2270. 
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17. Moody's Industrials, Supplement, December 18, 1935. 

18. The $35,000,000 loans represented the amount of term loans held by 
the bank's main office in 1937 (H.V. Cleveland and T. F. Huertas, Citibank, 
1812-1970, 1985, p. 205). Since almost all the term loans were made by the 
bank's main office, the $35,000,000 presumably represented the outstanding 
term loans of National City Bank in that year. 

19. Moody's Industrials, 1936; Moody's Public Utilities, 1937. 

20. Moody's Industrials, 1937-8. 

21. National City's term loans constituted about 2546 of its domestic loan 
portfolio in 1939 (H.V. Cleveland and T. F. Huertas, ibid., p. 205). 

22. National City's loans to railroads in the carly 1930s exceeded 
$20,000,000, nearly 50% of which represented loans to the Van Sweringen 
system which the bank made through loan syndicates organized by J.P. Morgan 
& Co. 

23. C. & F. Chronicle, May 17, 1941. 

24. Moody's Public Utilities, 1941-2, 

25. C. & F. Chronicle, February 15 and 22, 1941. 

26. C. & F. Chronicle, August 26, 1939. 

27. Moody's Public Utilities, 1942. 

28. Report to SEC. 

29. C. & F. Chronicle, August 24, 1940; Moody's Industrials, 1941. 

30. The amount does not include National City's loan to Consolidated Oil 
in which J. D. Rockefeller, Jr. and his associates also held substantial holdings. 

31. U.S. Senate, Stock Exchange Practice; Hearings, 1933, p. 2324. 

32. Moody's Industrials, 1941. 

33. Listing statement of United Aircraft Co. to New York Stock Exchange 
(A-11581); Moody's Industrials, 1942. National City Bank financed the loans 
to the two corporations alone. 

34. Report to SEC. 

35. C. & F. Chronicle, September 16, 1939. The 10% participation of 
National City is based on its participations in other loans sponsored by Morgan- 
First National interests, including that to U.S. Steel, Southern Railway, and 
Commonwealth & Southern. 

36. Moody's Banks-Insurance, 1941. The $10,000,000 notes were 
purchased by three national banks in New York (Report to SEC.), which 
consisted of First National Bank of New York, Chase, and National City. 

37. C. & F. Chronicle, February 24, 1940. 

38. C. & F. Chronicle, October 14, 1939; April 27, 1942. 
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39. Listing statement of Phillip Morris & Co. to New York Stock 
Exchange (А-11626). 

40. Report to SEC. 

41. Report to SEC. 

42. Report to SEC. 

43. C. & F. Chronicle, January 18, 1941. 

44, Poor's Financial Records, Industrials, 1941. 

45. C. & F. Chronicle, March 15, 1941. 

46. Moody's Industrials, 1941. 

47. Moody's Public Utilities, 1939. 

48. C. & F. Chronicle, May 17, 1941. The other participants that had a 
25% participation in the Southern Railway loan were Guaranty Trust and 
Continental Illinois National Bank. 

49. The U.S. Steel $50,000,000 three-year loan managed by First National 
Bank of New York consisted of 11 participants. National City's interest in the 
loan was 10%, the fourth largest (U.S. Steel Corporation, Amendment to 
Registration Statement to SEC, 1938, p. 23). 

50. See previous chapter relating to the Morgan-First National group. 

51. Listing statement of Standard Oil Co. of California to New York Stock 
Exchange (A-11567). 

52. C. & F. Chronicle, August 24, 1940. 

53. Moody's Industrials, Supplement, July 23, 1941. 

54. C. & F. Chronicle, October 1, 1938; July 22, 1939; Report to SEC. 

55. Report to SEC; Poor's Financial Records, Industrials, 1941. 

56. Report to SEC; C. & F. Chronicle, January 18, 1941. National City 
began to participate in the financing of Jones & Laughlin in 1938. Metropolitan 
Life was associated with National City Bank in the financing by purchasing the 
bond issue which accompanied the bank Ioan. 

57. The corporations that were closely affiliated with National City Bank 
and considered members of the National City group were Consolidated Edison, 
Anaconda Copper Mining, United Aircraft, Boeing Airplane, and (W.R.) Grace 
& Co. National City also cooperated closely with Metropolitan Life Insurance 
in some financial undertakings. 


PART THREE 


The Secondary Powers 


CHAPTER 7 


The Secondary Powers in 
New York 


CENTRAL HANOVER BANK & TRUST 


Among the New York banks, Central Hanover Bank & Trust Co. 
occupied an important position next to the three major financial 
powers—Morgan-First National, Chase, and National City. With its 
assets totaling $1,400,000,000 in 1941, $500,000,000 more than in 
1937, the bank was the seventh largest in the country.! Its outstanding 
loans, which declined to $171,000,000 in 1938, rose to $227,000,000 in 
1941.2 Like the other major banks, Central Hanover's largest 
investment was in U.S. Government bonds which, in 1941, comprised 
44% of the bank's assets, with loans accounting for 1645.3 

Central Hanover was another of the New York banks to participate 
in the early term loans. The bank was a participant in the syndicates 
that financed the two large utility subsidiaries of Electric Bonds & 
Shares in the early Depression years: American & Foreign Power and 
United Gas Corporation, sharing 6% and 12% of the loans, 
respectively.* As the country entered the mid-1930s, the bank's term 
loan holdings increased steadily. Between 1934 and 1937, the bank 
participated in nine term loan syndicates of which four financed oil 
companies (Socony Vacuum, Tidewater Associated Oil, Consolidated 
Oil, and Barnsdall Oil), three utility companies (American & Foreign 
Power, American Water Works & Electric, and Western Union), and 
one each—automobile and investment trust (Chrysler Corporation and 
Tri-Continental Co.). Central Hanover headed the loan to the 
automobile company and that to the investment trust. All the other 
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loans were consummated through participation in loan syndicates 
sponsored by the major banks—four by Chase, two by Morgan-First 
National interests, and one by Chemical Bank. Of the nine loans, five 
loans were made in 1935, one in 1936, and three in 1937. As of 1937, 
four loans (Tidewater Associated Oil, Socony Vacuum, Consolidated 
Oil, and Chrysler Corporation) had been repaid by the borrowers before 
maturity.5 

The $25,000,000 loan headed by Central Hanover to Chrysler 
Corporation was one of the largest loans to an industrial concern in the 
mid-1930s. Because of its close relationship with Dillon Read & Co., 
the private banker that had played a leading role in the expansion of the 
Chrysler Corporation in the 1920s, Central Hanover had been an 
important participant in the financing of the automobile company and 
had continued to act as one of its depository banks. In 1935, when 
Chrysler Corporation needed funds to redeem its debenture and to 
increase its working capital, the bank headed the loan syndicate that 
provided the company with the five-year loan. This loan was repaid by 
Chrysler in 1936.8 

Another term loan of smaller amount headed by the bank was a 
three-year loan to Tri-Continental Co., an investment company 
controlled by Seligman & Co.? Central Hanover had been closely 
connected with Seligman & Co., which was represented on the bank's 
board.!? The loan to the investment company amounted to $10,000,000, 
and was consummated in 1936. Two banks, Central Hanover and 
Guaranty Trust, participated in the loan, the former providing for 75% 
and the latter 25%.!! 

Central Hanover's term lending increased significantly after 1937, 
exceeding $80,000,000 by the end of 1941. During this period, its loan 
holdings underwent the transformation that had taken place in those of 
otber major banks. Utility loans, which had accounted for a substantial 
portion of the loans held by the bank shortly after the stock market 
crash, declined in importance during the mid-1930s in the aftermath of 
the Insull collapse, in which the bank was the largest creditor among 
the New York banks.!? Moreover, an increasing proportion of the 
utility financing, especially that of big utility systems, had, after the 
mid-1930s, been taken over by the powerful banks and large insurance 
companies of Morgan-First National interests and Rockefeller interests, 
thus leaving little room for the bank to participate in this area of 
financing. 


Table 7-1: Main borrowers of Central Hanover B. & T. Co. (1941) 


Amount of % Outstanding Other Participants 
loan (1941) 


Public Utilities (9) 
Cities Service Gas 1939 1942-5 $2,500,000 16.6 $1,830,000 Chase 


others 
Kansas Pr. & Lt. 2-74 1,000,000 28.6 800,000 Chase 
1940-9 Bankers T. 
Am. Water Works & 3% 1,200,000 15.0 1,080,000 Chemical 
El. 1940-4 3 others 
Arkansas Louis Gas 31/50 500,000 15.2 3,180,000 Guaranty T. 
1940-5 
Oklahoma National E 4,500,000 * 56.3 3,375,000 * Chase 
Gas 
Jersey Cent. Pr. & 1940 3% 2,650,000 50.0 2,250,000 Chase 
Light 1941-50 


Com. & Southern 1941 2!/8% 1,500,000 8.8 1,140,000 Bankers T. 
1941-9 3 others 


Table 7-1 (continued) 


Amount of % Outstanding Other Participants 
loan (1941) 
Georgia Power 21/295 1,000,000 TT 937,000 Bankers T. 
1941-9 3 others 
Am. & Forcign Pr. 3% 740,000 6.0 694,000 Guaranty T. 
1941-6 others 
12,426,000 
Oil (5) 
Lion Oil 1938 5-угѕ 3,200,000 100.0 1,200,000 
Gulf Oil 1940 13/496 5,000,000 101 4,700,000 Chase, NCB 
1941-50 3 others 
Skelly Oil 15/g- 5,000,000 83.8 5,000,000 Harris T. 
298% 
1942-6 


Cities Service Oil * 1941 1942-4 6,250,000 25.0 5,187,000 Gua. Т. 
Texas Corp. 7,000,000 93.0 6,300,000 — others 


/—————— 70 ARR 


Table 7-1 (continued) 


Amount of % Outstanding Other Participants 
loan (1941) 
Iron & Steel (4) 
Bethlehem Steel 1940 1.25- 2.750.000 13.0 2,750,000 Chase 
2.6% 
1943-50 others 
Youngstown Steel due to 950,000 9.0 810,000 NCB 
1947 
others 
Wheeling Steel 1941 І 314% 1,000,000 16.7 1,000,000 NCB 
1942-6 others 
Copperweld Steel 21/295 750,000 100.0 750,000 Chemical 
1942-6 Others 
5,310,000 
Finance (5) 
Tri-Continental 1936 2% 6,000,000 75.0 5,175,000 Gua. Trust 
due 1943 


General Motor Асс. 1939 due 1944 2,500,000 * 5.0 2,500,000* ЕМВ, Chase, 


7 others 


Table 7-1 (continued) 


Commercial Invest. 


Trust. 
Pacific Finance 


Commercial Credit 
Co. 


Others (6) 
American Tobacco 


Reynolds Tobacco 


Manhattan Shirt 


Adraham & Straus 


1940 


1941 


1939- 
4) 


1940 


1943-5 


2-2415% 


1945 
1-3/4% 
1940-9 
1!/2- 
13/496 
1941-5 
2% 
1941-3 


Amount of % 

joan 

10,000,000 20.0 
1,000,000 15.0 


10,000,000 * 15.0 


2,500,000 100 


5,000,000 250 


1,000,000 100.0 


1,000,000 100.0 


Outstanding 

(1941) 

10,000,000 
1,000,000 


10,000,000 


28,675,000 


8,300,000 ! 


Other Participants 
Chase, others 
Bankers T., others 


Bankers T., others 


Gua. T., others 


Table 7-1 (continued) 


Amount of % Outstanding Other Participants 
loan (1941 

Louis & Nashiville 1941 1946 4,970,000 100.0 4,970,000 - 

RR 

Lockheed Aircraft ]-yr 4,500,000 14.5 4,500,000 ЈР. Morgan Co., 

others 
23,420,000 

29 companies 92,218,000 


* : Estimated amount of loan. 1: Including short-term notes. 
Loan outstanding (1941); $227,288,000. % of 29 borrowers—40.1% 
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As of 1941, the utility loans held by the bank—an overwhelming 
portion being term loans, amounted to only $11,000,000, approximately 
5% of the outstanding loans. These loans were distributed among nine 
borrowers: Cities Service Gas, $1,830,000; Commonwealth & 
Southern, $1,140,000; Georgia Power, $937,000; Jersey Central Power 
& Light, $2,250,000; American Water Works & Electric, $1,080,000; 
Kansas Power & Light, $800,000; American & Foreign Power, 
$694,000; Arkansas Natural; Gas, $3,18,000; and Oklahoma Natural 
Gas, $3,375,000. Seven of the nine loans were made through loan 
syndicates organized by the two major financial powers, Morgan-First 
National (four loans) and Chase (three Іоапѕ).! The American Water 
Works & Electric loan was made through a syndicate arranged by Kuhn 
Loeb & Co. and headed by Chemical National Bank. Only in the 
Oklahoma Natural Gas loan was Central Hanover the agent bank. 
Central Hanover had been the largest creditor of Oklahoma Natural Gas 
when it failed in 1931 and continued to control the company's 
management after its reorganization.!* The bank was associated with 
Chase in the Іоап.!5 

Offsetting the decline in utility lending was an increase in term 
lending to other sectors, notably oil, auto sales finance, and tobacco. 
Until the late 1930s, these three sectors had absorbed only a small 
portion of the bank's lending resources. By 1941, however, their 
combined share in the bank's loan portfolio had exceeded 28%—011, 
12%; auto sales finance, 12%; and tobacco, 4%. These loans were 
concentrated on less than a dozen of large concerns. 

Among the oil companies, the bank's largest borrower was Texas 
Corp., which in 1941 received a $7,500.000 one-to-five-year loan to 
carry out its refunding plan: Central Hanover providing for $7,000,000 
and First National Bank of Dallas the rest.'® Skelly Oil, Gulf Oil, and 
Cities Service Oil also had substantial loans from the bank— 
$5,000,000, $4,700,000, and $4,150,000 respectively in 1941. The loan 
to Skelly Oil was part of a $6,000,000 loan made in 1941 in association 
with Harris Trust.!? The Gulf Oil loan represented а 10% interest of the 
bank in the $50,000,000 loan syndicate organized by Union Trust in 
1940.13 Central Hanover made the Cities Service Oil loan in 1938 
through a syndicate headed by Guaranty Trust to provide the oil 
company with a $25,000,000 one- to five-year loan.!? This loan was 
replaced by a new loan for the same amount but repayable at a lower 
interest rate in 1940. The other oil loans held by the bank were a 
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$1,500,000 loan to Tidewater Associated Oil and another loan of 
$1,200,000 to Lion Oil. The latter represented the loan balance of a 
$3,200,000 one- to five-year term loan made to the oil company in 
1938.20 

Loans to auto sales finance companies increased even more 
remarkably and were also concentrated on a small group of companies, 
two of which accounted for more than 80% of the lending. As of 1941, 
term loans held by the bank for these borrowers were estimated as 
follows: Commercial Investment Corp., $10,000,000; Commercial 
Credit Co., $10,000,000 (estimated); General Motor Acceptance Corp., 
$2,500,000 (estimated); and Pacific Finance, $1,000,000.?! Central 
Hanover joined five New York banks in making two term loans to 
Commercial Investment Corporation in 1939, one of them for 
$25,000,000 and the other for $27,500,000, Central Hanover itself 
holding a $5,000,000 share in each loan.?2 

The largest borrower in this sector, however, was Commercial 
Credit Co. Central Hanover was one of the two depository banks of 
Commercial Credit? the company that financed the dealers of Chrysler 
Corp., for which Central Hanover also served as depository bank. In 
1941, Central Hanover’s long term loan to Commercial Credit was 
estimated to be over $10,000,000. This loan was granted in the same 
year in association with Bankers Trust and other banks under a 
$70,000,000 credit agreement to finance the $63,000,000 purchase of 
National Bonds & Investments Co., by Commercial Credit.24 In 
addition to the term loan, the bank also owned a substantial amount of 
the short term notes of the auto sales finance company, whose short 
term borrowings in 1941 totaled $200,000,000.?5 Including the short 
term notes held by the bank, Central Hanover’s outstanding loans to 
Commercial Credit Co. at the end of 1941 must have exceeded 
$10,000,000, making the company the bank's largest borrower.?6 

Though smaller in amount, the tobacco industry was also a 
substantial borrower of term loans from the bank. As of 1941, loans to 
this sector aggregated more than $18,000,000 with the two major 
companies accounting for an overwhelming proportion of the 
borrowings. These loans were made in association with other banks 
under the sponsorship of the two major financial powers: American 
Tobacco’s loan through Morgan-First National and Reynolds 
Tobacco’s through Chase. Central Hanover also had a small amount of 
loan to Philip Morris in association with other banks.?? 
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Another notable development in this period was the inclusion of 
the Central Hanover in some of the large loan syndicates formed by the 
Major financial powers, a fact that distinguished the bank from the 
other secondary powers in New York. In the loan syndicates organized 
by Morgan-First National interests to finance Commonwealth & 
Southern and its two subsidiaries, Georgia Power and Alabama Power, 
Central Hanover was one of the five participants.?? Likewise, the bank 
was included in the syndicate, also sponsored by Morgan-First National 
interests, that extended a $30,000,000 loan to Lockheed Aircraft in 
1941.29 Even in the financing of American Tobacco, the bank was one 
of the five participants in the $24,000,000 term loan managed by 
Guaranty Trust in 1939 and, again, was one of the lending banks that 
provided a large amount of short-term loans to the tobacco company in 
1941.30 The name of Central Hanover also appeared as a participant in 
loan syndicates formed under the management of Chase National Bank 
for Barnsdall Oil, Western Union, Reynolds Tobacco, and Jersey Power 
& Light.3! The $20,000,000 one- to seven-year Reynolds Tobacco loan 
syndicate consisted of only three participants: Chase, National City, 
and Central Hanover. Central Hanover's share of the loan was 25%. 

Despite the special treatment accorded the bank by the major 
financial powers, Central Hanover played a much less significant role 
than Morgan-First National, Chase, or even National City in pre-war 
corporate finance. The bank was included in a number of Morgan-First 
National-sponsored syndicates, but unlike Chase or National City, it 
was not a participant in syndicates that financed the major Morgan-First 
National corporations such as U.S. Steel, International Telegraph and 
Telephone, and New York Central. Nor was the bank included by 
Chase in the various Standard Oil loan syndicates, or by National City 
in the $35,000,000 Anaconda loan.?? 

Again, we find very few syndicates organized under the bank's 
management. The only large loans sponsored by Central Hanover 
during this period were a loan to Texas Corp. and to Commercial Credit 
Co. The former amounted to only $7,500,000; the latter was co- 
managed by Bankers Trust, which was also one of the company's two 
depository banks.33 The very small number of large corporations with 
which Central Hanover was closely affiliated prevented the bank from 
sponsoring large syndicates that would enable it to expand its domain. 

Lastly, the lack of close ties with the large life insurance 
companies also hindered Central Hanover's expansion. Unlike the three 
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major financial powers, the bank was not affiliated with any large 
insurance company with which it could cooperate in sponsoring large- 
scale corporate financing through the purchase by the insurance 
company of the long term bonds issued by the borrowers. At the end of 
the 1930s, the five major life insurance companies were closely 
affiliated with the two major New York banking powers: Prudential, 
New York Life, and Mutual Life with Morgan-First National, and 
Metropolitan Life and Equitable Life with Chase. Metropolitan Life 
and Mutual Life also cooperated with National City Bank. Closely 
interlocked and welded together by a common financial interest, the ties 
between the banks and the insurance companies were so close as to 
permit no intrusion by outside banking interests. As a new banking 
power, Central Hanover was not able to overcome this financial 
weakness even after World War II. 


CHEMICAL BANK & TRUST AND BANK OF THE 
MANHATTAN CO. 


Among the other New York secondary powers that played an active 
role in corporate financing in the 1930s were Chemical National Bank 
& Trust and Bank of Manhattan Co. The two banks, in addition to 
providing small term loans to their borrowers alone, also participated in 
some large loan syndicates sponsored by the two major financial 
powers—Morgan-First National and Rockefeller. But their shares in the 
syndicates were small. Moreover, the two banks were excluded by the 
two powers from loans they sponsored to finance their major 
corporations. 

Of the oldest banks in New York City, Chemical Bank expanded 
rapidly in the years immediately after the Depression. The bank's 
merger with U.S. Mortgage & Trust Co. in 1929, in which Kuhn Loeb 
& Co. held a substantial interest, created a close tie between the bank 
and the private banker and contributed significantly to the expansion. 
Kuhn Loeb was directly represented on Chemical's board after the 
merger. In the mid-1930s, when Kuhn Loeb was required by the 
Banking Act to give up its commercial banking function, Chemical 
took over some of its clients and became their depository bank. By 
1941, the bank had almost doubled its assets of six years earlier, from 
$600,000,000 to $1,100,000,000.35 Its outstanding loans also recorded а 


Table 7-2: Main borrowers of Chemical Bank & Trust (1941) 


Outstanding Term Other participants 

(1941) 
American Tobacco $7,500,000 short term notes Guaranty T., 6 others 
Youngstown Stcel 1,000,000 1942-7 Bankers T., 7 others 
Panhandle Eastern Pipcline 2,500,000 1942-7 National City Bank, 7 others 
Bullard Co. 2,300,000 — 
American Water Works & Elec. 2,200,000 1942 National City Bank, 3 others 
Pittsburgh Steel 2,000,000 1942-6 Bank of Manhattan 
Southern Pacific 1,950,000 1942-5 Guaranty T., 7 others 
Lone Star Gas 1,500,000 1942-50 Chase, 6 others 
Wheeling Steel 1,000,000 1942-50 Bank of Manhattan, 4 others 
Hali Printing 1,000,000 1942-50 FNB (N.Y.), Harris T. 
Tennessee Corporation 800000 — National City Bank 
Pittsburgh Coke & Iron 750,000 — 
Northeastern Water & Elec. 750,000 — Schroeder Trust 


E.L. Bruce Co. 560,000 1942-6 


Table 7-2 (continued) 


Outstanding Term Other participants 


(1941) 
Cuneo Press 520,000 1942-6 I.P. Morgan & Co. 
National Distillery Product 500,000 — 
American & Foreign Power 370,000 1942 Guaranty T., others 
Sharon Steel 900,000 — 
28,100,000 


Loan outstanding in 1941; $156,000,000. 
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significant increase in the same period, from $88,000,000 to 
$156,000,000. 

Chemical Bank also participated in the early term loans— 
American & Foreign Power $50,000,000 two-year loan and United Gas 
Corporation $21,500,000 three-year loan; but its shares, 3% and 6% 
respectively, were small compared to the major participants.’ Between 
1934 and 1937, the bank took part in syndicates that financed American 
Metals, Socony Vacuum, and Tidewater Associated Oil.37 It also had a 
substantial participation in the $6,000,000 two-year loan made to 
American Water Works & Electric in 1937.8 This loan was arranged 
by Kuhn Loeb & Co.; the other participants were Chase, National City 
Bank of New York, Central Hanover, and New York Trust. By the end 
of 1937, all of the loans, except the one to American Water Works & 
Electric, had been repaid. Chemical was also a participant in the 
$10,000,000 five-year loan syndicate formed under the management of 
Bankers Trust for RCA in 1937.39 

Chemical Bank's term lending increased sharply in the late 1930s. 
By 1941, the bank had more than ten loans of $1,000.000 or more. The 
largest was a $7,500,000 short term loan to American Tobacco.“ made 
in 1941 in association with other banks headed by Guaranty Trust. The 
others were term loans with maturities varying from three to ten years. 
Kuhn Loeb acted as intermediary for five of the loans. One of these was 
a $2,500,000 loan to Panhandle Eastern Pipeline, part of the 
$12,500,000 two-to-ten-year loan arranged by Kuhn Loeb & Co. for the 
pipeline company in 1941 and participated in by a number of large New 
York banks, including National City Bank, First National Bank, and 
J.P. Morgan & Co.*! Chemical Bank's $2,500,000 share in the loan was 
second to National City Bank's $3,000,000. Another was a $1,950,000 
two-to-five-year loan to Southern Pacific R.R., representing Chemical's 
participation in a $20,000,000 loan headed by Guaranty Trust in 
1940.42 Kuhn Loeb had been the fiscal agent for the Southern Pacific in 
the past, and still maintained a minority interest in the railroad after its 
position had been taken over by Guaranty Trust in the 19305.23 
Chemical's participation, therefore, represented the Kuhn Loeb 
interests in the financing. 

Kuhn Loeb & Co. also arranged large loans for the bank to 
Monessen Coke & Chemical, a subsidiary of Pittsburgh Steel, and to 
Wheeling Steel. The Monessen Coke & Chemical loan amounted to 
$2,500,000 and represented nearly two-thirds of the $3,500,000 loan 
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which the bank made in association with the Bank of Manhattan Co. to 
that company in 1941.44 The Wheeling steel loan amounted to 
$1,000,000 and accounted for one-sixth of the $6,000,000 loan made to 
the steel company by a group of six banks in 1941.45 As was the case of 
the other loans it arranged, Kuhn Loeb received a finder’s fee from the 
borrowers. Chemical Bank also provided $3,000,000 of the 
$12,000,000 three-year !oan which Kuhn Loeb arranged for 
Youngstown Steel in 1938, but this loan was repaid іп the same уеаг.46 

Chemical’s other large loans were made to Bullard Co. and to Lone 
Star Gas. Consummated in 1940, the $2,300,000 Bullard loan was 
financed by Chemical alone.*? The $1,500,000 loan to Lone Star Gas 
represented Chemical's participation in a $26,000,000 loan syndicate 
formed under the management of Union Trust Co. of Pittsburgh in 
1941.48 Chemical Bank was one of the three New York banks that took 
part in the loan, the others being Chase and Bankers Trust, whose 
respective shares in the loan were $10,000,000 and $3,000,000. In 
1941, Chemical also held a number of smaller term loans, including the 
loans to Tennessee Corporation ($800,000), Hall Printing ($600,000), 
Pittsburgh Coke & Iron ($750,000) and Cuneo Press ($520,000). Three 
of the four loans were concluded in association with other New York 
banks; only the Pittsburgh Coke & Iron loan was financed by the bank 
alone.*? 

Like Chemical Bank, the Bank of Manhattan Co. also engaged in 
term lending during the Great Depression. For a time, the bank was 
known for its close connection with the Kuhn Loeb interests due to its 
consolidation in 1929 with the International Acceptance Bank, an 
institution closely interlocked with Kuhn Loeb & Со.50 In the 1930s, 
two of Kuhn Loeb's former partners were on the board of the bank. But 
the relationship between the bank and the private banker weakened in 
the 1930s, mainly as a result of the closer ties that developed between 
Kuhn Loeb and Chemical Bank which merged with the U.S. Mortgage 
& Trust Co. in 1929. In fact, there was no indication that Kuhn Loeb 
exercised any significant influence over the management of Bank of 
Manhattan Co., nor did the bank collaborate closely with Kuhn Loeb in 
its financial operations. In 1929, the bank had larger resources than 
Chemical Bank; by the late 1930s, the position was reversed.5! In 1941, 
the bank's assets totaled $810,000,000, $290,000,000 less than those of 
Chemical Bank. Nevertheless, the bank still outdistanced Chemical 
Bank in the amount of outstanding loans. In the same year, the bank's 


Table 7-3: Main borrowers of The Bank of Manhattan Co. (1941) 


Universal Picture 2,500,000 rev. cred. FNB (Bost.) 

Lockheed Aircraft 2,250,000 1-yrs Bankers T. and others 
Schenley Distillers 2,100,000 1944 Bankers T. and 19 others 
Times. Inc. 2,000,000 1947-48 New York T. 

Republic Aviation 1,500,000 5-yrs FNB (Bos.) 

Consolidated Cigar 1,460,000 - Irving T. 

Gimbel Bros. 1,300,000 1942-47 

Rayonier 1,300,000 7-yrs Chase, Wells Fargo 
Celanesc 1,200,000 1942-45 FNB (Bost.), Bank of N.Y. 
Mullin Mfg. 1,150,000 1942-46 

N.Y., N.H., & Hd. К.К. 1,000,000 - FNB (Bost.), others 
Wheeling Steel 1,000,000 1942-50 Chemical B. & T. and others 
Pittsburgh Steel 1,000,000 1942-46 Chemical B. & T. 

Cleveland Cliff 890,000  10-yrs FNB (Chi.), Bankers T., others 
Republic Steel 857,000 8-угѕ NCB (N.Y.), Chase, others 
Aluminum Industry 850,000 1943 Fifth Third Union T. 
Lamson & Sessions 760,000 1942-46 

El Passo Elec. (Texas) 710,000 1947 State Nat'] Bank, El Passo 


Nat’! Bank 


Table 7-3 (continued) 


Stouffer Corp. 600,000 1942-45 
United Elect. Coal 560,000 5-угѕ Chase Bank 
South Carolina El. 525,000 1942-43 
Stix. Baer & Fuller 525,000 1942-46 FNB (St. Louis) 
Allen Ind. 436,000 1942-49 

23 companies 27,273,000 


* : Estimated amount of loan 
Loans outstanding (1941): $270,000,000. 
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loans aggregated $270,000,000, exceeding that of Chemical Bank by 
$110,000,000.52 

Bank of Manhattan Co. was an active participant in the early term 
loans. It was one of eight participants in the $10,000,000 two-year loan 
syndicate formed by the First National Bank of Boston in 1934 to 
finance American Metals. Again, when the First National Bank of 
Boston sponsored another syndicate to provide a $4,000,000 onc-to- 
five-year loan to Celanese Corp. in 1935, Bank of Manhattan Co. 
shared 50% of the amount.5? The bank also financed Crown Zallerbach 
alone with a $3,000,000 five-year loan in 1937.54 This loan, along with 
other loans which the paper company had received from Continental 
Illinois National Bank and National City Bank, was subsequently 
consolidated into a $13,000,000 one-to-seven-year Іоап.55 In 1941, 
Crown Zallerbach refinanced the loan with a $10,000,000 loan 
provided by a syndicate headed by Bankers Trust. The Bank of 
Manhattan Co. was not a participant in the new Іоап.56 

The number and amount of term loans held by Bank of Manhattan 
Co. increased steadily during the late 1930s. By 1941, the bank held in 
its loan portfolio 13 loans, totaling $20,000,000, of $1,000,000 or more, 
with four of them being $2,000,000 or more. Since the bank, like 
Chemical Bank, was not included by Morgan-First National and Chase 
in loans they sponsored for their major corporations, and was also 
excluded from loan syndicates managed by Mellon interests or Chicago 
banks, these loans were concentrated on corporations outside the four 
financial groups. Of the four loans of $2,000.000 or more held by the 
bank, the largest was the $2,500,000 loan to Universal Pictures under a 
$5,600,000 revolving credit agreement made in association with First 
National Bank of Boston in 1941.57 The other three loans were loans to 
Lockheed Aircraft ($2,250,000), Schenley Distillers ($2,100.000), and 
Time Inc. ($2,000,000). Both the Lockheed and Schenley loans were 
extended to the borrowers through participation in syndicates managed 
by Bankers Trust.58 Bank of Manhattan Co.'s shares in the two 
syndicates were 6% and 10% respectively. The loan to Time Inc. was 
part of a $3,000,000 loan made in association with New York Trust in 
1940.5? In the loan, New York Trust provided the $1,000,000 for an 
early maturity (1946-7). The remainder, $2,000,000 (1948-9), was 
financed by Bank of Manhattan Co. 

With only one exception, the nine loans of $1,000,000-$2,000,000 
were also made in association with other banks. Its $1,500,000 one- 
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year loan to Republic Aviation represented a 25% participation in the 
$6,000,000 loan syndicate sponsored by the First National Bank of 
Boston in 1941,89 which included Chase and Guaranty Trust. Another 
loan, a $1,500,000 loan to Consolidated Cigars, was part of a 
$2,500,000 loan made in association with Irving Trust.$! Bank of the 
Manhattan Co. also shared $2,500,000 of the $6,500,000 loan headed 
by Chase to Rayonier in 1939.8? The bank also had a $1,000,000 loan 
to Monessen Coke & Chemical, a subsidiary of Pittsburgh Steel,$3 and 
another $1,000,000 loan to Wheeling Steel.64 Both loans were 
consummated through the intermediary of Kuhn Loeb & Co. and 
participated in by Chemical Bank. Of the nine loans, only the 
$1,150,000 loan to Mullin Manufacturing in 1940 was financed by 
Bank of Manhattan alone. This loan was guaranteed by Sharon Steel, 
which owned 33% of Mullin Manufacturing's outstanding ѕћагеѕ.65 

Of Bank of Manhattan's 13 largest loans, five were made in 
association with First National Bank of Boston, four in association with 
Chase. Bank of Manhattan itself managed none of these loans, though it 
did finance two of them alone. The bank was not represented on the 
board of any of its large borrowers nor was any of these companies 
represented on its board. 


THE IRVING TRUST, MANUFACTURER'S TRUST, AND NEW 
YORK TRUST 


Irving Trust 


Among the ten largest New York banks, Irving Trust was the only bank 
whose share in the country's total bank deposits declined between 1930 
and 1940, from 1.1% to 1.05%. Accordingly, its share in the country’s 
bank assets also dropped from 1.2% to 1.1% in the same period. As of 
1941, its assets totaled $907,000,000 and its outstanding loans 
$211,000,000, $188,000,000 and $30,000,000 more than in 1935, 
respectively. 

Irving Trust was one of the secondary powers that joined the major 
banks in making term loans during the early 1930s. The bank was a 
Participant in the syndicate headed by Guaranty trust to finance 
American & Foreign Power with a two-year loan in 1930.67 When the 
syndicate renewed the loan balance in 1932 and subsequently, the bank 
remained a participant, continued to share 6% of the loan. It also had a 
12% participation in the $21,500,000 loan to United Gas Corporation, 
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also managed by Guaranty Trust, in 1933 when the loan was converted 
from a six-month loan into a three-year loan. The bank also took part 
in the $10.000.000 two-year loan managed by First National Bank of 
Boston for American Metal in 1934.9? In addition to the three loans, 
Irving Trust also participated in the syndicate managed by First 
National Bank of New York to refinance part of a short-term loan it 
made to New York Central in 1931-32, with a three-year term loan in 
1936.79 The bank's share in the refinancing was estimated at 
$3,000,000, based on its original participation in the short-term loan.?! 

The amount of term loans held by Irving Trust increased 
significantly after 1937. As of 1941, the bank had seven term loans of 
51.000.000 or more, totaling $26,000.000 and accounting for 13% of 
the bank's outstanding loans. Loans to three corporate borrowers 
accounted for more than two-thirds of the amount of these seven loans. 
Commercial Investment Trust was the largest borrower. receiving 
$8,000,000 from Irving Trust in 1939 through two loan syndicates that 
provided $52,500,000 to the auto sales finance company for seven 
years.‘ Seven banks participated in the loans, two of which, Chase and 
Central Hanover Bank & Trust. provided $12,000.000 and $10.000.000 
respecüvely.?? 

Irving Trust’s second largest borrower was May Department Store, 
which obtained two bank loans between 1940 and 1941. One of the 
loans, a $5,000.000 five-year loan contracted in 1940, was financed by 
Irving Trust and National City Bank of Cleveland, which provided 80% 
and 20% respectively.?* The other loan consummated in 1941 was a 
$6,000,000 five-year loan headed by Irving Trust. and participated in 
by Chase and Guaranty Trust.?? The respective shares of the three 
banks in this loan were $2,500,000. $2,000,000 and $1.500.000. New 
York Central was Irving Trusts third largest borrower. The railroad 
obtained a $5,000,000 two-year term loan from the bank in 1938 
through a $20,000,000 loan syndicate headed by First National Bank of 
New York.76 When the syndicate renewed the loan balance of 
$16,000,000 for another three years in 1941, Irving Trust took its 
corresponding share in the loan— $4,000,000. 


Table 7-4: Main borrowers of Irving Trust 


Commercial Investment Trust $8,000,000 1943-5 Chase, others 
May Department 6,500,000 1942-8 Guaranty T. others 
New York Central R.R. 4,000,000 1943 Guaranty T. others 
Newberry & Co. 3,000,000 - 
John Morrel & Co. 2,500,000 1944 
Associated Investment Co. 1,000,000 1944 FNB (Chicago), Chase 
Wheeling Steel Co. 1,000,000 1946 National City Bank, others 
Pennsylvania Power & Light 900,000 1949 Chase, others 
American & Foreign Power 740,000 1942 Guaranty T., others 
Bethlehem Steel Cop. 600,000 1947 Chase, others 
American Colortype Co. 375,000 1942-6 FNB (Chi.) 

11 Companies 28,615,000 


Loans outstanding (1941): $210,000,000. 
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Other term loans of $1,000,000 or more held by the bank in 1941 
were loans to Newberry & Co. ($1,870,000), John Morrel & Co. 
($2.500,000), Associated Investment ($1,000,000)'* and Wheeling 
Steel ($1,000,000). Irving Trust financed the Newberry loan alone. The 
loan to Associated Investment was part of a $6,000,000 loan managed 
by First National Bank of Chicago, and that to Wheeling Steel was 
arranged by Kuhn Loeb and made in association with five other banks. 
Irving Trust also made a $4,500,000 demand loan to Woolworth & Co. 
im 1940. but this loan was liquidated by the department store in 1941 
with funds raised through the placement of a $22,000,000 bond issue 
with the Prudential Insurance Co. in the same year."? 

Irving Trust had been an important participant in some of the large 
loan syndicates organized by Morgan-First National interests to finance 
their railroads and utility companies in the 1920s and during the early 
years of the depression.9? But the close relationship between the two 
weakened in the 1930s. The bank continued to retain a share in the 
subsequent financing of New York Central R.R. after the mid-thirties, 
bat it was not included by Morgan-First National interests in other 
loans organized for railroads, utility, and manufacturing concerns. 
Unlike the major banks. Irving Trust did not have interdirectorate 
relationships with its larger borrowers. The bank had no term loans to 
the oil. military or tobacco industries at the end of 1941. nor was it an 
active participant in utility financing. In addition to a small loan to 
American & Foreign Power, the only utility loan held by the bank in 
19-51 was a $900.000 one-to-ten-year loan to Pennsylvania Power & 
Light. which n made through a $8,500,000 loan syndicate organized by 
Chase in 1939. 


Manufacturers Trust 


By the 1111-19305, Manufacturers Trust had almost recovered from the 
aftermath of the Goldman, Sachs collapse in the early 1930s.5! Under 
its new management. headed by H. Gibson, the bank not only steadily 
regained its previous position in the New York banking community but 
also extended its financial activity to new areas. The bank's merger 
with Chatham Phoenix National Bank in 1932. followed by the 
$25,000,000 financial aid provided to the bank by RFC in 1933, 
contributed greatly to the bank's rapid recovery and subsequent 
expansion. By the late 1930s. the bank had become powerful enough 
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to lend financial support to a group of Cleveland capitalists who 
attempted to wrest control of the old Van Sweringen railroad system 
from the Morgan-First National interests.8 At the end of 1941, the 
bank had assets of $1,100,000,000 and outstanding loans of 
$260,000,000, double the respective amounts of 1937.84 

Manufacturers Trust began to make term loans in 1934 by 
participating in a $10,000,000 two-year loan managed by First National 
Bank of Boston for American Metal in the same year.55 It also took 
part, along with Brooklyn Trust and the Equitable Trust of New York, 
in the $3,000,000 five-year loan to Brooklyn & Queens Transit 
Company in 1935.86 Again, when Bankers Trust managed a $5,000,000 
three-year loan to Seagram Distillers Corp. in 1937, Manufacturers 
Trust was one of the two participants sharing 30% of the total 
financing.®? In the same year, the bank also provided Lehigh Valley 
К.К. with a $5,000,000 five-year Іоап.88 

Manufacturers Trust's term loan holdings continued to increase in 
the late 1930s. In 1941, the bank's loan portfolio included thirteen large 
loans totaling $30,000,000, comprising 12% of its outstanding loans. 
Of the thirteen loans, the largest was a $7,000,000 short-term loan to 
the American Tobacco Company,®9 made in 1941 in association with 
seven New York banks headed by Guaranty Trust. The next largest 
were a $3,000,000 five-year loan to Seagram Distillers, representing 
Manufacturers Trust's share in a $10,000,000 loan made in 1941 in 
association with Bankers Trust and another seven-year $3,000,000 loan 
to Commercial Investment Trust.9? Manufacturers Trust also provided 
part of the $10,000,000 short-term loans which the distilling company 
received from a group of ten banks, also headed by Bankers Trust. 
When B.F. Goodrich refinanced its $17,000,000 bank loan with a 
$10,000,000 one-to-eight-year loan headed by Chase, Manufacturers 
Trust received a participation of $2, 100,000.?! 

The other ten large loans held by the bank ranged from $1,000,000 
to $1,500,000. These were mostly financed by the bank alone, except 
for the loan to Pacific Finance Company, which the bank made through 
its participation in an $8,000,000 loan syndicate headed by Bankers 
Trust in 1940.92 Manufacturers Trust also made a $4,000,000 one-year 
loan to Ogden Corporation in 1940.93 This loan had been repaid by 
1941, and there was no subsequent borrowing on the part of that 
corporation. It was not until 1942 that the bank financed a term loan of 
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sizable amount alone, making a $6,000,000 ten-year loan to National 
Supply Co.” 

Like some other secondary powers in New York City, 
Manufacturers Trust had never been given participation by Morgan- 
First National interests in the loan syndicates which the latter organized 
for their major corporations, such as U.S. Steel, Commonwealth & 
Southern, and General Motors Acceptance Corporation, nor had the 
Rockefeller interests accorded the bank a share in a loan managed by 
Chase for the Standard Oil companies. The bank was also excluded by 
Mellon interests and Chicago interests from loans they sponsored for 
their affiliated corporations. Manufacturers Trust itsclf had no close 
connection with any large corporation and was not represented on the 
board of any nationwide corporations.?5 


New York Trust 


Unlike the other secondary powers of New York, New York Trust was 
closely interlocked with the major New York banks through stock 
ownership and board representation. Until 1900, 50% of New York 
Trust stock, numbering 5,001 shares, was held by New York Life 
Insurance Co., which had dominated the trust company since the 
18805.96 In that year, the insurance company, in order to comply with 
the insurance law in Russia which required life insurance companies 
operating in that country to divest of their holdings in bank stocks, 
created a voting trust for the 50% stocks and sold its entire holdings to 
a small group of banks and wealthy individuals.?? J.P. Morgan & Co. 
and National City Bank of New York, both of them closely connected 
with New York Life at that time, purchased 1,000 shares and 350 
shares respectively.95 The First National Bank of New York, then 
closely associated with J.P. Morgan & Co., acquired 250 shares.?? 
Other purchasers included J. D. Rockefeller, who bought 500 shares, 
the largest among the individual purchasers. !09 

Although some changes in the stock holdings of the three major 
interests may have taken place during the ensuing thirty-year period, 
the fact that each of them continued to be represented on the board of 
the trust company in the 1930s indicates a basic continuity. In 1935, of 
the twelve members of New York Trust's board of directors, two 
represented the Morgan-First National interests, one the Rockefeller 
interests, and another one the National Сиу Bank.!?! For this reason, it 
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would be more reasonable to regard the bank as an institution jointly 
dominated by the three financial interests than as a member of the 
Morgan-First National group. !% And as we shall see later, this is more 
evident if we take into account the way the bank collaborated with the 
three financial powers in its term lending activity in the 1930s. As of 
1941, the bank had assets of $580,000,000 and outstanding loans of 
$134,000,000,!9* $160,000,000 and $11,000,000 more, respectively, 
than in 1935. 

New York Trust also took part in the early term loans. The bank 
was a lending bank in the loan syndicate that converted its $21,500,000 
loan to United Gas Corporation from a six-month loan into a three-year 
loan in 1933.' Again, it participated in the large term loan syndicates 
that financed the two major oil companies in 1935: Socony Vacuum 
and Tidewater Associated Oil.!°5 The loan to Socony Vacuum was 
managed by Chase and that to Tidewater Associated Oil by First 
National Bank of New York. By 1936, both loans had been repaid by 
the borrowers prior to their maturity. Outside the oil industry, New 
York Trust also participated in the syndicate that provided a $9,000,000 
one-to-three-year loan to American Water Works and Electric Co. in 
1937. This loan was arranged by Kuhn Loeb & Co. and headed by 
Chemical Bank. 

The term loans held by New York Trust increased in both number 
and amount in the years after 1937. As of 1941, the bank’s portfolio 
included eight term loans for $1,000,000 or more. Three of these it 
financed alone: a $2,200,000 five-year loan to Ruthless Iron & Steel, a 
subsidiary of American Rolling Mill, in 1939,!% а $1,600,000 five-year 
loan to Virginia Public Service Co., in 1941,!97 and a $1,680,000 five- 
year loan to Champion Paper & ЕіБег.!98 The bank had no 
interdirectorate relationship with any of these companies. Together with 
Aetna Insurance and Travelers Insurance, the bank also made a 
$3,000,000 five-year loan to the Bridgeport Co. in 1939, in which its 
participation was $1,250,000.! This loan was repaid in 1941. The 
other term loans were made in association with either the Rockefeller or 
the Morgan-First National interests. Among them, Chase was a 
principal participant in the loans to Granite City Steel, Pittsburgh Coal, 
and National Distillers. Consummated in 1939, the $4,000,000 six-year 
Granite City Steel loan was managed by New York Trust,!!? which, 
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Table 7-5: Term loans held by New York Trust (1941) 


National Distillers $2,500,000 
Pittsburgh Coal 1,770,000 
Champion Paper & Filer 1,680,000 
Virginia public service co. 1,600,000 
Lockheed Aircraft 1,500,000 
Warners Brothers 1,333,000 
Ruthless Steel 1,130,000 
New York Times 1,000,000 
Granite City Steel 940,000 
General Bronze 925.000 
Cleveland Cliff Iron 890,000 
Consolidated steel 800,000 

Total (12 loans) 16,068,000 
Loans outstanding (1941): $134,000,000 


like Chase, provided $1,500,000 (the remainder was divided between 
two local banks). The loan to Pittsburgh Coal was a $9,000,000 seven- 
year loan organized by Union Trust of Pittsburgh, one of the Mellon 
banks; New York Trust provided $2,000,000 and Chase $3,000,000.! !! 
The Mellon group had become increasingly dependent on the 
Rockefeller group for the financing of its oil, coal, and utilities 
corporations after 1930; it was through its Rockefeller affiliation that 
New York Trust became a participant in the loan. New York Trust's 
$2,500,000 Joan to National Distillers was probably the largest term 
loan held by the bank in 1941. The largest participant in this loan was 
again Chase, which headed the syndicate and provided $3,000,000.!!2 
The other bank in the syndicate was National City Bank whose share 
was $2,750,000. As of 1941, New York Trust's loan balance of the 
three loans—Granite City Steel, Pittsburgh Coal, National Distillers— 
amounted to $5,200,000, accounting for nearly 4.096 of its outstanding 
loans. 

In three other large loans—to Warner Brothers, Cleveland Cliff, 
and Lockheed Aircraft—New York Trust was associated with the 
Morgan-First National interests. The loan to Warner Brothers in 1939 
totaled $6,000,000 and matured in five уеагѕ.!!3 It was managed by 
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New York Trust and participated in by three banks: New York Trust, 
Guaranty Trust, and Continental Illinois National Bank. The syndicate 
manager for the loan to Cleveland Cliff was Bankers Trust. Bankers 
Trust had taken a lead in the financing of the iron ore company since 
1930, and it was due to its connection with Morgan-First National 
interests that New York Trust became a participant in the syndicate 
with a $1,000,000 participation,!!^ The same was true of the Lockheed 
loan, sponsored by Morgan-First National interests, in which the share 
of Morgan-First National was predominant—(J.P. Morgan & Co. and 
Bankers Trust together accounted for 25% of the lending, the largest 
among the syndicate members). Only seven New York banks, including 
the two banks of Morgan-First National (J.P. Morgan & Co. and 
Bankers Trust), Chase, and National City, were in the loan. New York 
Trust’s share in the financing was $1,500,000.!!5 

Notwithstanding its participation in a number of loan syndicates 
under the management of the two financial powers, New York Trust 
was not included in the important loans they sponsored for their major 
corporations. Like the other secondary powers in New York City, New 
York Trust did not participate in syndicates managed by Morgan-First 
National interests to finance New York Central R.R., Commonwealth 
& Southern, International Telephone & Telegraph, and American 
Tobacco; nor did Chase provide the bank with a share in loans 
sponsored for the Standard Oil companies, Safeway, or Reynolds 
Tobacco. Likewise, National City Bank of New York neglected New 
York Trust in the loans it organized for Anaconda and its subsidiary. 
New York Trusts equal-distanced relation with Morgan-First National 
interests and Rockefeller interests, while providing the bank with an 
opportunity to take part in some financial projects sponsored by the two 
powers, also resulted in its own disadvantage by preventing the bank 
from developing a closer tie with either, thus narrowing the horizon of 
its financial activity. 
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CHAPTER 8 


The Regional Powers 


The Great Depression furthered the financial concentration in America 
by bolstering the dominance of New York financial powers over the 
major regional banks. By the end of 1930s, the regional financial- 
industrial groups that competed with the major New York powers in the 
1920s had either been transformed into their subordinate allies or 
become increasingly dependent on them for the financing of their 
enterprises. 


CHICAGO BANKS' GROWING DEPENDENCY ON WALL 
STREET 


The Depression years marked a turning point in the development of the 
Chicago group, the largest banking group outside New York in the 
early 1940s. Two of its four constituent banks— Continental Illinois 
National Bank and the First National Bank of Chicago—the two largest 
banks in Chicago, suffered heavy losses in deposits and assets during 
the Great Depression.! With the aid of the RFC, however, the group 
had overcome its financial difficulties by the middle of the 1930s.? As 
of 1941, the combined assets of the four banks totaled $3.8 billion, $2 
billion more than in 1931.3 

During the depression, many changes occurred within the Chicago 
group itself and in its relationship with Wall Street. An important 
change within the group was the displacement of Continental Illinois 
National Bank by the First National Bank of Chicago as the leading 
capital supplier in the Middle West financial market. In 1931, 
Continental Illinois's assets totaled $1 billion and its loans aggregated 
$530 million, far exceeding the $495 million in assets and $273 million 


249 


250 American Commercial Banks in Corporate Finance 1929-1941 


in loans of First National Bank. The positions of the two banks were 
reversed after the collapse of the Insull utility group in 1932. Of the 
$170 million in loans which the utility group owed the 15 New York 
and Chicago banks at the time of the collapse, $74 million had been 
provided by Continental Illinois. The bank's losses were exacerbated 
by the default of the Cuban government on its $20 million bond issue in 
1932, in which Continental Illinois had a 25% share.® As a result of 
these losses, the bank's management underwent a drastic reorganization 
that eventually led to a reversal of the former aggressive lending 
policy." By 1940, the bank's outstanding loans, which amounted to 
$520 million in 1930, had fallen to $188 million, despite an increase in 
the bank's assets from $1 billion to $1.6 billion.’ In the same period, 
the percentage of U.S. government bond holdings in the bank's assets 
rose from 25% to 65%, the highest among the major commercial banks. 

The enormous losses sustained by Continental Illinois in the Insull 
collapse contributed significantly to the rise of First National of 
Chicago as the leading capital supplier in the Middle West. The latter 
also incurred heavy losses in the Insull collapse; but the extent of which 
was smaller due to the smaller amount ($23 million) of its loans to the 
Insull concerns, compared with those of Continental Illinois ($74 
million).? Moreover, First National was not a participant in the Cuban 
bond issue which brought additional losses to Continental Illinois. And 
as we shall see later, the close relationship that developed between First 
National and the Rockefeller interests after the proxy contest for control 
of the Standard Oil Co. of Indiana in 1928 also played a part in 
broadening the financial activity of the bank.!? As of 1941, First 
National's outstanding loans totaled $300 million, $110 million more 
than those of Continental Illinois, though its assets were $380 million 
less." 

The deepening depression greatly reduced the importance of the 
Chicago banks in the area of corporate finance. Backed by their 
growing influence over banking and industry, coupled with the heavy 
losses sustained by the two major Chicago banks in the Insul! collapse, 
the major New York banks, after 1932, excluded the Chicago banks 
from the financing of important industrial and commercial sectors. 
Consequently, although the Chicago group remained the major capital 
supplier for many enterprises in the Middle West, and although the two 
leading Chicago banks continued to share a small portion of the 
financing of some of the big corporations outside Chicago—mainly 
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steel and utilities—they did not take part in most important loans. In 
fact, neither of the two largest Chicago banks was included by Morgan- 
First National interests or Rockefeller interests in the important loan 
syndicates they organized for utility, oil, auto sales financing, tobacco, 
and munitions corporations after the mid-1930s. True, one of the 
Chicago banks was given a minor share in two utility loan syndicates— 
Detroit Edison and Wisconsin Electric!?, both formed in 1938—but 
they were not included in loan syndicates formed to finance the big 
utility companies such as Ohio Power, Pennsylvania Power & Light, 
Niagara & Hudson, and Commonwealth & Southern.!? Nor were any of 
the four Chicago banks a member of the oil loan syndicates that 
provided term loans to the Standard Oil companies, Gulf, Cities 
Service, Consolidated Oil, or Tidewater Associated Oil. And in the loan 
syndicates organized by Morgan-First National interests for General 
Motors Acceptance Corp. between 1939 and 1940, neither of the two 
largest Chicago banks was a participant. The names of Chicago banks 
were also absent from the $30 million Lockheed loan syndicate 
organized by Morgan-First National interests in 1941, in which 12 
banks, including Union Trust of Pittsburgh and First National Bank of 
Boston, participated.!4 

More important, the Chicago banks had become increasingly 
dependent on Wall Street in the financing of their larger borrowers and 
in expanding their lending outlet. This was partly evinced by the 
important role played by Chase and Bankers Trust in the loan 
syndicates managed by the First National Bank of Chicago and the loan 
participations they gave to the latter between 1938 and 1940. 
Throughout the 1930s, First National financed term loans of less than 
$5 million either individually or in association with other Chicago 
banks.!5 From 1938 to 1941, the bank, without associating with other 
banks, financed Liquid Carbonic ($3.5 million), Dayton Rubber ($1.45 
million), Mead Corp. ($2.5 million), and Goldblatt Bros. ($3.5 
million).!6 Together with five Denver banks and one Philadelphia bank, 
First National also made a five-year loan of $5 million to Denver Rio 
Grande Railway in 1939, providing $3.58 million itself.!7 Other railway 
loans held by the bank in 1940 included a $4.3 million three-year loan 
to Chicago & Rock Island, made in association with Mississippi Valley 
Trust in 1939.18 It was a $4.5 million loan, $200,000 of which was 
provided by Mississippi Valley Trust. 
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In the larger loans, however, the participation of the major New 
York banks was always sought. There was no loan of $5 million or 
more managed by the bank that did not include a New York bank as its 
participant. From 1938 to 1941, First National managed six large loan 
syndicates for mid-western enterprises: Kimberly Clark ($10 million), 
Allis Chalmers ( $10 million), National Bonds & Investment ($8.25 
million), Associated Investment ($6 million), Household Finance ($15 
million), and City Ice ($6 million).!9 First National's participation in 
the loans was 45%, 20%, 40%, 50%, 23%, and 33%. Chase participated 
in all but the Allis Chalmers loans, with a share of 45%, 36%, 33%, 
23%, and 33%, respectively. Bankers Trust, representing the Morgan- 
First National interests, participated in the loans to Allis Chalmers, 
National Bonds & Investment, and Household Finance, with shares of 
20%, 24%, and 23%. Together, Chase and Bankers Trust had a 60% 
share in the National Bond & Investment loan and, along with J.P. 
Morgan & Co., a 53% share in the Household Finance loan.? In return, 
Chase and Bankers Trust gave First National a minor share in some 
loans of secondary importance which they managed. First National was 
a participant in the loans to Wisconsin Electric, Bethlehem Steel, Public 
Service Co. of Indiana, all managed by Chase, and in the loans to 
Detroit Edison, Pacific Lighting, Pacific Finance. Schenley Distillers, 
Crown-Zellerbach, all managed by Bankers Trust.?! 

The growing dependence of Chicago banks on the New York 
banking powers in expanding their lending outlet was even more 
pronounced in the case of Continental Illinois. whose importance as a 
major capital supplier in the Midwest financial market had dwindled 
after the Insull collapse. Compared to First National Bank of Chicago. 
Continental Illinois made relatively few loans of over $1 million after 
1932, only 13 between 1938 and 1941. Of these 13 loans. the bank 
financed three alone: a $1.2 million loan to Central and South West 
Utilities.?? and loans of $1 million and $2 million to Wisconsin Power 
& Light?! Both companies were subsidiaries of Middle West System. 
formerly a part of the Insull utility empire. 

The remaining 10 loans were made through loan syndicates headed 
or managed by other banks, mostly New York banks. Chase National 
Bank headed three of the louns: West Texas Utility $$ million: Public 
Service Co. of Indiana $11 million: and B.F. Goodrich 510 million. 
Continental Ilinois’ participations were 43.75%, 12.5%. and 11.0%, 


Table 8-1: Main Borrowers of First National Bank of Chicago (1941) 


Amountof %of Amount 
participation loan outstanding Managing bank 
Utilities: 1938 Wisconsin Electric Power 2-5/8 1938-48 $2,000,000 13.3 $1,650,000 Chase 
Detroit Edison 3-1/4 due 1945 2,000,000 13.3 940,000 Bankers T. 
1939 Pacific Lighting 2% 1942-49 1,500,000 21.4 1,500,000 Bankers Т. 
Southwestern Gas & Electric 2-1/8  7-yr 1,275,000 — 56.7 1,020,000 ЕМВ (Chi) 
$5,110,000 
Railroads: 1940 Chicago & Illinois Midland RW 2-1/4 due 1950 650,000 325 520,000 Cont. IN. 
1941 Denver & Rio Grande 2-3/8 due 1946 — 3,580,000 — 71.6 3,580,000 ЕМВ (Chi) 
$4,100,000 
Finance: 1939 National Bonds & Investment 1-7/8 1943-45 3,250,000 394 3,250,000 ЕМВ (Chi) 
Associated Investment 1-3/4 due 1944 3,000,000 50.0 3,000,000 ЕМВ (Chi) 
Commercial Investment Trust 1-3/4 1943-45 2,000,000 8.0 2,000,000 Chase 
1940 Pacific Finance 1-3/4 1942-44 1,500,000 188 1,500,000 Bankers T. 
Household Finance 1-3/4 1943-46 — 3,750,000 25.0 3,500,000 ЕМВ (Chi) 
$13,250,000 
Steel: 1940 Inland Steel 1-1/4 1941-46 4,000,000 57.0 3,200,000 ЕМВ (Chi) 
Cleveland-Cliff Iron 2-1/4 1940-50 3,000,000 27.3 2,670,000 Bankers T. 


Bethlehem Steel 1-1/4-2.6 1O-yr — 1,000,000 5.0 1,000,000 Chase 


Table 8-1 (continued) 


Amount of % of Amount 


participation loan outstanding Managing bank 


Republic Steel 2% 1942-48 1.750.000 10.6 1,500,000 Nat’ City (N.Y.) 
$8,370,000 
Others: 1939 Eagle-Picher Mining E 1942-47 1.300,000 20.0 780.000 Chase 

American Radiator & San. 2-5/8 1940-49 1.778.000 220 1,330,000 ЕМВ (NY) 
Pacific American Fishery - 1942-45 500.000 33.0 400,000 FNB (Chi) 

1940 Mead 2-M4 5-yr 2.500,000 100.0 1,900,000 ЕМВ (Chi) 
Kimberly Clark 1-1/2-3-1/2 due 1950 4,500,000 45.0 3,820,000 ЕМВ (Chi) 
Spruce Fall Paper & Pulp 2-3/4  due1944 — 3,500.000 100.0 — 3.500,000 ЕМВ (Chi) 
Liquid Carbonic 3% 1941-47 3,500,000 100.0 3.100.000 FNB (Chi) 
Goldblatt Bros. 4-1/2 1941-48 3.500.000 100.0 3.060.000 FNB (Chi) 
American Colortypc 3-1/2 1940-46 450.000 50.0 375.000 FNB (Chi) 
Distillers Corp-Seagram 2-3% 7-уг 750.000 3.3 750.000 Bankers T. 

1941 Schenley Distillers 2-3% 1942-45 5.400.000 180 5,400,000 Bankers T. 
Stokely Bros. 2-3/4 1942-46 1.000.000 50.0 1.000.000 ЕМВ (Chi) 
Dayton Rubber : 1942-48 1.450.000 100.0 1.450.000 ЕМВ (Chi) 
J. Morrel & Со. 2% 1941-50 3.000.000 100.0 2.700.000 ЕМВ (Chi) 
Allis-Chalmers 1-3/4 1941-49 2.500.000 25.0 2.312.000 FNB (Chi) 
"Thompson Products 2-S/8 1942-50 1.500.000 33.3 1.500.000 Bankers T. 


— Ciyke&Fudl — — 3-04 1942-46 — 2000000 333 2000000 FNB (Chi) 


Table 8-1 (continued) 


Amountof %of Amount 


participation loan — outstanding Managing bank 


Mississippi Valley Barge 3-3/4 1942-48 1.000,000 50.0 950,000 ЕМВ (Chi) 

В.Е. Goodrich 2-1/4 1942-48 850,000 8.5 850,000 Chase 

Crown Zellerbach 2-2-1/4 1942-47 3,500,000 35.0 3,500,000 Bankers T. 

Paramount Picture 2! 1942 1,000,000 100.0 871.000 FNB (Chi) 

Rudolph Wurlitzer 21/2 1941-47 965,000 33.0 895,000 ЕМВ (Chi) 
$42,443,000 

Total (37 borrowers) $73,273,000 


Sources: Companies’ reports to S.E.C.; Moody's Industrials and Moody's Banks & Finance, 1941-42; Commercial & 
Financial Chronicle; Standard Corporation Records, 1939-4]. 
Remarks: Outstanding loans as of 1941: $301,592,000, including $40,000,000 loans to oil operators. 
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Table 8-2: Participants of Household Finance Co. $15,000,000 
(1942-46, 1-1/2-2%) loan syndicate (1940) 


First National Bank (Chi.) $3,750,000 25.0 
Bankers Trust 3,750,000 25.0 
Chase National Bank 3,750,000 25.0 
J.P. Morgan & Co. 750,000 3.3 
First Trust Sav. 500,000 3.3 
First Wisconsin Nat'l Bank 500.000 3.3 
Harris Trust & Sav. 500,000 3.3 
National Bank of Detroit 500.000 3.3 
Northern Trust 500.000 22 
Boatman National Bank (St. L) 500.000 33 

15,000,000 100.0 


Source: Report to S.E.C. 


respectively.24 The $10 million loan to Southern Railway and the $50 
million loan to U.S. Steel, for which Continental Illinois provided 20% 
and 6%, respectively, were headed by First National Bank of New 
York.” New York banks also managed or headed three other loans: а 
$16.5 million loan to Republic Steel and a SIO million loans to 
Youngstown Steel managed by National City Bank of New York; a $4 
million loan to Warner Bros. managed by New York Trust. Continental 
Illinois shared 10.6%, 19.0%, and 33.3% of the three loans." The two 
ether loans, in which Continental Illinois's participation in each case 
was over $1 million, were managed bv banks outside of New York: a 
$14 million loan to Johns & Laughlin Steel headed by Union Trust and 
a $8.5 million loan to Consolidated Steel managed by Securitw-First 
National of Los Angeles.?’ Continental Illinois" shares in the two loans 
were 10.7% and 11.7%, respectively. 

Another member of the Chicago banking group. Harris Trust & 
Savings Bank, also relied heavily an the major New York banks for its 
lending outlet, although the bank's close connection with Chase 
National Bank provided it with a better access то some large utility 
loans, compared with the other Chicago banks. Harris Trust's assets 
were much smaller than those of the two major Chisago hanks, as was 
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its loan portfolio. As of 1941, the bank had assets of $347 million and 
its outstanding loans totaled $94 million? 

From 1938 to 1941, Harris Trust provided 20 loans of $500,000 or 
more to corporate borrowers, four of which were Midwestern 
Corporations. Three of the four loans to Midwest corporations were 
managed by First National Bank of Chicago: Household Finance $15 
million; Southwestern Gas & Electric $2.15 million; and Allis 
Chalmers $10 million. Harris Trust's shares in the three loans were 
3.3%, 40%, and 5%, respectively.?? The other loan, a $2 million loan 
made to Oklahoma Power & Water in 1941, was managed by Harris 
Trust itself, which took 25% of the amount.2° The bank also headed a 
$1,875,000 loan to San Antonio Public Service, in which its share was 
4705. 

Harris Trust made the other loans through loan syndicates managed 
by the major New York banks, especially Chase National Bank. The 
bank had been closely connected with Chase National Bank since 1931, 
when Chase rescued Harris Trust by taking over a $6 million loan the 
latter made to Northern Natural Gas in 1930.32 In a number of term 
loans that Chase headed for large utility companies in 1938-41, Harris 
Trust was given a minor share: Wisconsin Electric ($15 million) 3.3%; 
Cities Service Gas ($15 million) 6.5%; Indianapolis Power & Light 
($5.4 million) 18.5%; Pennsylvania Power & Light ($8.5 million) 
5.9%; Portland General Electric ($5.5 million) 18.2%; and Public 
Service Co. of Indiana ($10 million) 5.0%.33 Apart from loans to 
utilities, Harris Trust was not a participant in any loan syndicates 
managed by Chase with the exception of a $20 million loan made to 
Bethlehem Steel of which Harris Trust provided $400,000.34 

The other loans managed by a major New York bank in which 
Harris Trust had a participation of $500,000 or more were as follows: 
Detroit Edison ($15 million) 4% and Schenley Distillers ($30 million) 
2.1%, both managed by Bankers Trust; Republic Steel ($16.5 million) 
3.6%, managed by National City Bank of New York; Panhandle 
Eastern Pipeline ($11,500,000) 8.7%, managed by Chemical Bank; and 
Skelly ($6 million) 16.7%, managed by Central Hanover Bank & 
Trust.?5 As of 1941, the outstanding amount of the 10 loans made іп 
association with the New York banks aggregated $7 million and 
accounted for 8% of the bank's loan portfolio. 

An overall picture of the financial dominance of Rockefeller and 
Morgan-First National over the Midwestern banking and industry 


Table 8-3: Main borrowers of Continental Illinois Nat'l. Bank (1941) 


Borrower 


Utilities: Wisconsin Power & Lights 
Public Service Co. of Indiana 
West Texas Utilities 
Central & South West Utilities 
United Utilities 


Railway: Southern Railway 
Chicago, Rock Island & Pac. 
RW 
Chicago, Midland Illinois RW 


Steel: | Youngstown Steel & Tube 
Republic Stecl 
Jones & Laughlin 51се] 
Consolidated Steel 


Others: Distillers Corp-Seagram 
Warmer Bros 


2-1/4-2-3/4 1941-46 


2-3/4 
2-3/4 
3-1/2 
2-1/2 


2-1/4 


1-1/4-2 
2% 
2-1/4 
21/2 


2-3% 
2-3-1/4 


1942-49 
1940-46 
5-уг 

1941-45 


1942-44 


1942-50 


1942-47 
7-ус 
7-уг 
1944 


7-уг 
1942-45 


96 of 
loan 


100.0 
12.5 
43.8 

100.0 

100.0 


25.0 
25.0 


42.0 


13.6 
10.6 
10.7 
12.5 


6.5 
33.3 


outstanding 
amount 


3,000,000 
1,250,000 
1,050,000 
500,000 
450,000 
$6,250,000 
2,000,000 
1,237,000 


680,000 
$3,917,000 
2,560,000 
1,500,000 
1,500,000 
1,000,000 
$6,560,000 
1,500,000 
1,333,000 


Managing 
bank 
Cont. Ill. 
Chase 
Chase 
Cont. Ill. 
Cont. Ill. 


FNB (NY) 
Chase 


Cont. Ш. 


NCB (NY) 
NCB (NY) 
Union T. 
Sec-First 


Bankers T. 
New York 
T. 


Table 8-3 (continued) 


Borrower % of outstanding Managing 
loan amount bank 

B. F. Goodrich 2-M4 1942-48 11.0 1,100,000 Chase 

National City Line 3% 1-уг 100.0 775.000 — Cont. Ш. 

Dickey (W.S.) Clay Mig. 3-1/2 7-yr 61.5 707,000 Cont. Ш. 

Trauax Traer Coal 3-1/2 1942-46 50.0 620,000 Chase 

Central Soya 2% 3-yr 50.0 500,000 Cont. Ш. 

Signal Oil & Gas 3-1/6 1941-44 17.0 432,000 Chase 

Sunray Oil 3-1/6 1940-45 7.5 270.000 Bk of Tulsa 
$7.237.000 

Total (21 borrowers) $23,964,000 


Outstanding loans as of 1941: $190,000,000. 


"able 8-4: Main borrowers of Harris Trust & Savings Banks (1941) 


Utilities: 


ant 


Borrowcr 


Pan-Handle Eastern Pipeline 
Indianapolis Power & Lights 
San Antonio Public Service 
Southwestern Gas & Elec. 
Cities Service Gas 

Portland GF 

Puhlic Service Co. of Indiana 
Oklahoma Power & Water 
Wisconsin llectric Power 
Pennsylvania Power & Lights 
Detroit Klison 

Publie Service Co, of Oklahoma 
[2 borrowers 

Skelly Oil 

Sumay Oll 


2 bottowers 


1-1/2 
2-1/2 
4% 

2-1/8 
3% 

3-1/2 
2-3/4 
3-3/4 
2-5/8 
3-1/4 
3.1/4 
2-M4 


1-5/8 


3-1/4 


1942-45 


1942-48 
7-yr 
1940-47 
1941-42 
1942-49 
5-yr 
1951 
1949 
1945 


1940-46 — 


1942-46 
1940-45 


% of Outstanding 

Joan amount 
8.7 % 1,000,000 
18.5 925,000 
47.1 826,000 
40.0 720,000 
6.5 715,000 
12.2 650,000 
5.0 500,000 
25.0 437,500 
3.3 416.000 
5.9 400,000 
4.0 280,000 
. 300 240,000 
7.109.000 
16.7 1.000,000 
3.8 135,000 


1,135,000 


Managing bank 


Chemical BK. 
Chase 

Harris T. 

FNB (Chi) 
Chase 

Chase 

Chase 

Harris T. 
Chase 

Chase 
Bankers T. 
Nat'l BK of Tulsa 


Central Han. 
Nat’! BK of Tulsa 


Table 8-4 (continued) 


Borrower % of Outstanding Managing bank 
loan amount 

Others: Schenley Distillers 2-3% 1942-45 2.1 642,000 Bankers T. 
Youngstown Steel & Tube 1-1/4 1942-47 5.8 605,000 National City 
Republic Steel 2% 1948 4.2 600,000 National City 
Household Finance 1-1/2-2 1942-46 3.3 466,000 FNB (Chi) 
Bethlehem Steel 1-1/2 1943-50 2.0 400,000 Chase 
Distillers Corp. Seagram 2-3% 7-уг 1.5 375,000 Bankers T. 
Hall Printing 2% 1941-50 16.7 283,000 Chemical BK. 
Chi., Rock Island Pacific RW. - - 5.0 246,000 Chase 
Chi., Illinois Midland RW. 2-1/4 1940 8.0 160,000 Сот. Ш. 
9 borrowers 3,770,000 
Total (23 borrowers) 12,021,000 


Outstanding loans as of 1941: $94,000,000. 
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would be incomplete without mentioning the important role played by 
the insurance companies of the two groups in the financing of the 
utilities, steel, and department stores of Chicago. 

By the end of the 1930s, the five major insurance companies had 
emerged as the dominant creditors of Commonwealth Edison, the 
largest company within the Chicago group.*® As of 1939, the two 
Rockefeller insurance companies—Metropolitan and Equitable—held 
19%, and the three Morgan-First National insurance companies— 
Prudential, New York and Mutual—held 20%, of the outstanding debt 
of the utility company.” Together, their investment totaled $110 
million, accounting for 15% of the borrower’s assets. Neither 
Rockefeller nor Morgan-First National was represented on 
Commonwealth Edison’s board, but their position as the largest 
creditors was more than cnough to exert a strong influence over the 
management of the utility company. 

Through the investments of their insurance companies, Rockefeller 
and Morgan-First National were also the largest creditors of Inland 
Steel, another important constituent of the Chicago group. Of the $45 
million that Inland Steel owed its creditors in 1941, four of the five 
major insurance companies, together with Actna Life, owned $20 
million of the debt: Metropolitan and Equitable owned $11 million; 
New York, Mutual and Aetna, $9 million.*8 The investment of the five 
insurance companies accounted for 13% of the steel company’s assets 
and exceeded the market value of the Inland Steel common stocks 
owned by the company's two largest stockholders which, as of 1941, 
amounted to $11 million?? (the Black family and the Jones family 
together owned 11% of the outstanding shares). 

Metropolitan Life was likewise the largest investor in Marshall 
Field & Co., also of the Chicago group. Marshall Field & Co. had 
borrowed heavily from Metropolitan Life prior to the Depression.*? In 
the 1930s, long-term loans by the insurance company to the department 
store increased further: in 1936, totaled $18 million; in 1939, $28 
million.?! As of 1940, Metropolitan Life's investment in Marshall Field 
& Co., $27.8 million, accounted for 30% of the department store's 
$92.164 million assets.?? 

The large amount of invesument made by the major insurance 
companies in the three Chicago companies, together with the growing 
financial dependence of Chicago banks on the major New York banks, 
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had virtually transformed the Chicago group from a potential rival of 
Wall Street into its subordinate ally. 


SUBORDINATION OF MELLON TO ROCKEFELLER 


In the years following the Great Depression, the Mellon interests 
became increasingly dependent on Wall Street for financing their major 
enterprises. In particular, the Rockefeller-affiliated bank and insurance 
companies emerged as a principal supplier of new capital to Mellon's 
oil, gas, and coal companies. 

Like the major financial-industrial groups, the Mellon interests also 
had its own banks with which it financed the industrial enterprises 
within its domain: The Union Trust, 36% of whose stock was owned by 
the Mellon family, was the second largest bank in Pittsburgh.*? The 
trust company, in turn, controlled the Mellon National Bank, the largest 
bank in Pittsburgh.*^ Mellon also dominated Union Saving Bank and 
Farmers Deposit National Bank. All four of the banks survived the 
Depression; in 1941, they together controlled assets of $1,085,000,000, 
more than half of the total banking resources in Pittsburgh.*5 Mellon's 
influence was also felt in a number of other Pittsburgh banks, including 
the First National Bank of Pittsburgh. The Mellon interests also had its 
own underwriting company, Mellon Securities Co., organized by the 
Mellon family in 1930, to underwrite the securities issues of their 
сотрапіеѕ.46 

Mellon banks participated in term lending as carly as 1930, though 
on a relatively small scale. Union Trust was a member in the loan 
syndicates that financed American & Foreign Power with a 
$50,000,000 two-year loan in 1930 and the United Gas Corporation 
with a $21,500,000 three-year loan in 1933. The bank's participation in 
the two loans was 3% and 6%, respectively.” Between 1934 and 1937, 
Union Trust made four term loans, and the Mellon National Bank five 
loans, all to borrowers within the Mellon group or closely affiliated 
with the Mellon interests. Moreover, the four borrowers of Union Trust 
were also borrowers of Mellon National bank: Koppers Co., Jones & 
Laughlin Steel, Gulf Oil, and Lone Star Gas.*8 In addition, Mellon 
National Bank had a $1,300,000 one to five-year loan to Detroit City 
Gas, a subsidiary of United Light & Power, which in turn was 
dominated by Chase, but in which Mellon interests owned 28% of the 
outstanding stocks.*? Amounting to $5,000,000, the loan to Detroit City 


Table 8-5: Main borrowers (term loans only) of Union Trust (Pitts), Mellon National Bank, 
and Farmers Deposit National Bank. (1941) 


Union Trust — 95 Mellon 96 Farmers Dep. % 
National 

Gulf Oil * $6,580,000 14 $1,880,000 4 $940,000 2 
Lone Star Gas * 7,400,000 30 1,910,000 8 710,000 3 
Jones & Laughiin * 5,500,000 39 3,000,000 21 500,000 4 
Kopper Co. * 3,680,000 50 1,470,000 20 0 
Pittsburgh Coal * 1,770,000 22 1,328,000 17 442,500 6 
Lockheed Aircraft 2,250,000 7 0 0 
Wheeling & L.E. RR 2,240,000 100 0 0 
Southern Pacific 1,900,000 10 0 0 
Standard St. Spring * 1,750,000 100 0 0 
Schenley Dis, 1,200,000 4 0 0 
Youngstown Steel 900,000 10 0 0 
Ohio Power 885.000 10 0 0 
Wisconsin Elect, 800,000 7 0 0 
Bethlehem Steel 800,000 4 525,000 0 
Detroit Edison 470,000 7 470,000 0 


38,125,000 10,583,000 2,592,000 


Table 8-5 (continued) 


*: Member of Mellon group 
Loan outstanding (1941): Union Trust 

Mellon National Bank 

Farmers Deposit National Bank 
976: the bank's share in the respective loans. 


$92,000,000 
37,000,000 
24,000,000 


266 American Commercial Banks in Corporate Finance 1929-1941 


Gas was headed by Chase and participated in by Mellon National and 
Detroit National Bank. Chase's participation was $2,500,000, and that 
of Mellon National and Detroit National Bank were $1,800,000 and 
$700,000 respectively 5° 

Neither Union Trust nor Mellon National participated in the loans 
managed by the major New York banks for oil, auto sales finance, and 
railroads prior to 1938. Even the $8,500,000 three-year loan managed 
by J.P. Morgan & Co. for Niagara-Hudson in 1937 was made without 
Union Trust or Mellon National, although Mellon interests had a 
minority interest in Niagara-Hudson, and Union Trust, in association 
with J.P. Morgan & Co. and Guaranty Trust, had made substantial 
loans to the other subsidiaries of United Corporation in the carly 
1930s.5! The Mellon's oil, coal, and utility enterprises had suffered 
heavy losses in the early part of the Depression. The large demand for 
funds by thesc Mellon banks reduced to insignificance the role of the 
banks in financing companics outside the Mellon group. 

When economic recovery began in the late 1930s, the industrial 
companies in the Mellon group borrowed heavily. From 1937 to 1941, 
five of the major companies in the group obtained no less than 
5180.000.000 of new capital from the loan market, $107.000.000 
through term loans and the remainder by way of bond issues.** About 
half of the borrowings represented refunding of outstanding issues: the 
other half was used for expansion. The Mellon companies that 
borrowed most heavily were Jones & Laughlin Steel ($14.000,000). 
Lone Star Gas ($26,000,000), Pittsburgh Coal ($9.000.000). Gulf Oil 
$50,000,000). and Koppers Co. ($8.000.000).* Together, the five 
companies accounted for more than 90% of the bank loans received by 
the group during that five-year period. 

Both Union Trust and Mellon National Bank participated in loans 
tw the Mellon companies. Union Trust also acted as the agent bank for 
all of the loan syndicates. In the $14,000,000 loan contracted for Jones 
S Laughlin Co. in 1941 which replaced a smaller loan made in 1938. 
Union Trust provided 39% and Mellon National Bank 21% of the 
loan. Together with Farmers Deposits 59% participation. the three 
Mellon banks accounted for 65% of the company’s loan from the 
banks 

Likewise, the share of the three banks in the $20,000,000 loan 
made te Lone Star Gas Co. in 1940 was equally substantial: together. 
Union ‘ast and Mellon National Bank provided 40% of the amount 5s 
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In the $8,000,000 bank loan arranged by Mellon Securities Co. for 
Koppers Co. in 1941, the combined share of the two banks was 
$5,600,000, or 7090.56 

The heavy concentration of loans by the Mellon banks on their 
affiliated companies was reflected in the loan portfolios of Union Trust 
and Mellon National Bank. In 1941, 3296 of the amount of loans held 
by Union Trust consisted of term loans to six Mellon companies. Five 
large borrowers—Jones & Laughlin, Gulf Oil, Lone Star Gas, 
Pittsburgh Coal, and Koppers Co.—accounted for 28% of the 
outstanding loans of the bank. Similarly, loans to five Mellon 
companies represented 25% of the loans of Mellon National Bank in 
the same year. And out of the five companies, loans to two companies 
which also borrowed heavily from Union Trust accounted for 13% of 
the outstanding loans of the bank. 

Although the Mellon banks were able to meet a substantial portion 
of the financial needs of their affiliated companies, the greater part of 
the loans was provided by Wall Street. Of the loans made to the five 
Mellon companies between 1939 and 1941, New York banks provided 
for 2196 to 80% of each of the loans: Gulf Oil, 80%; Lone Star Gas, 
55%; Jones & Laughlin, 21%; Pittsburgh Coal, 55%; and Koppers Co., 
30%. At the same time, the large insurance companies affiliated with 
the major New York banks were the main purchasers of bonds issued 
by the Mellon companies. More important, with the exception of 
Central Hanover Bank & Trust and Chemical Bank, the New York 
financial institutions taking part in financing the Mellon enterprises 
were all closely affiliated with the three major financial powers— 
Morgan-First National, Rockefeller, and National City. 


(1) Morgan-First National and Mellon 


Until 1932, the major New York financial interests with which the 
Mellon interests were closely associated in the financing of their 
companies was the Morgan-First National group. But Mellon's close 
cooperation with Morgan-First National suffered a severe setback in the 
early 1930s when the Rockefeller group replaced the Morgan-First 
National group as the country's dominant financial power. Mellon's oil, 
coal, and utility corporations were among the enterprises hardest hit by 
the Depression.57 Unable to obtain the necessary financial aid from the 
Morgan-First National group for its companies in distress, the Mellon 
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group turned to the Rockefeller group for rescue. As we shall see later, 
the rescue loans to Gulf Oil by two Rockefeller life insurance 
companies— Metropolitan Life and Equitable Life—in 1934-5 marked 
the beginning of a new era in which the role of financing the major 
Mellon companies shifted from Morgan-First National group to the 
Rockefeller group. 

Notwithstanding the development of a new financial tie between 
Rockefeller and Mellon, Morgan-First National group continued to 
supply part of the financial needs of Mellon's companies after the mid- 
1930s. From 1939 to 1941, the Morgan-First National participated in 
loans to three Mellon companies: Koppers & Co., Gulf Oil, and Lone 
Star Gas. In 1941, Guaranty Trust and Bankers Trust each had a 1596 
participation in the $8,000,000 loan managed by Union Trust for 
Koppers Co. Both banks had been associated with Union Trust in 
financing Koppers & Co. in 1936.58 Koppers & Co. was the principal 
supplier of coke to the Public Service Corporation of New Jersey, a 
subsidiary of United Corporation, and Mellon interests were among the 
largest stockholders in some of the utility companies controlled by 
United Corporation.5? The participation by these two banks in the 
Koppers Co. loan, therefore, signified a continuation of the close 
relationship between Morgan-First National and Mellon interests in this 
sector. In addition to the Koppers loan, Bankers Trust was also one of 
the major participants in the $50,000,000 loan syndicate for Gulf Oil in 
1940, as well as in the $26,000,000 loan arranged for Lone Star Gas in 
1941, with shares of $10,000,000 and $3,000,000 respectively. 

Though the two Morgan-First National banks played an important 
part in financing the Mellon companies, their shares in the loans were 
relatively small. In the Kopper loan, the combined share of Guaranty 
Trust and Bankers Trust was less than one-half that of the two Mellon 
banks, which together provided 70% of the funding. In the Lone Star 
Gas loan, Bankers Trust's participation, $3,000,000, was much smaller 
than the $7,000,000 of Union Trust and less than one-third that of 
Chase whose participation was $10,000,000.6! Even in the Gulf Oil 
loan in which Bankers Trust toaned $10,000,000, it was outdistanced 
by Chase and National City, each of them provided $12,5000,000.9? As 
a result, it is clear that the role of Morgan-First National group in the 
financing of Mellon enterprises had been reduced to that of secondary 
importance after the mid-1930s. 
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(2) Rockefeller and Mellon 


The most significant change in the relationship between the Mellon 
group and the financial powers of Wall Street in the years during the 
Depression was the emergence of the Rockefeller interests as a 
dominant factor in the financial affairs of the major Mellon companies. 
The Rockefeller group, through its life insurance companies, had 
played a leading role in rescuing Gulf Oil during the Depression. In 
1934, the year Gulf Oil recorded a $20,000,000 loss, Metropolitan Life 
helped the oil company overcome its financial crisis by purchasing 
$18,000,000 of the $20,000,000 bonds issued by Gulf Refining Co., a 
subsidiary of Gulf Oil.6 Again, in 1935, Equitable Life, another life 
insurance company in the Rockefeller group, provided Gulf Oil with an 
additional $20,000,000 by buying the entire bond issue offered by the 
oil company. The rescue of Gulf Oil by the two insurance companies 
not only saved the major Mellon company from financial disaster but 
also averted a crisis of the entire Mellon group that might have resulted 
from the oil company's collapse. 


Table 8-6: Participants of Lone Star Gas Corp. $26,000,000 (10-yrs, 
2%) loan syndicate (1940) 


92b 

Chase National Bank $10,000,000 38.5 
Bankers Trust 3,000,000 11.5 
Chemical Bank & T. 1,500,000 5.8 
Union Trust (Pitts) 7,750,000 29.8 
Mellon National Bank 2,000,000 77 
Farmers Deposit Nat'l BK 750,000 2.9 
First National Bank of Pitts. 750,000 2.9 
Union Saving Bank 250,000 1.0 

26,000,000 100.0 


Sources: C. & F. Chronicle, January 4, 1941; Moody's Public Utilities, 1941. 
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The close relationship that developed between Rockefeller and 
Mellon through the financing of Gulf Oil was extended to other areas in 
the subsequent years. In the loan syndicates organized by Union Trust 
to finance the three major Mellon companies in 1940 and 1941, Chasc 
provided the largest percentages of the loans: Gulf Oil, 25%; Lone Star 
Gas, 38%; and Pittsburgh Coal, 33%. Even in the other two loan 
syndicates where Chase National Bank was not a member, the life 
insurance companies affiliated with Chase—Mctropolitan Life and 
Equitable Life—bought a substantial portion of the bond issucs that 
accompanied the bank loans: Jones & Laughlin, 100%; and Kopper & 
Co., 1595.65 The two life insurance companies also financed the other 
Mellon companies by purchasing their bond issues through private 
placement: Aluminum Company of America, $14,000,000 (1937); and 
American Rolling Mill, $20.000,000 (1940).% In total, the three 
financial institutions of the Rockefeller group—Chase National Bank, 
Metropolitan Life, and Equitable Life—provided $65.000,000 of the 
$180,000,000 of capital raised by the seven Mellon companics between 
1937 and 1941, almost two times the combined shares of the three 
Mellon banks in the undertaking. Even in the $20,000,000 short term 
loan to Westinghouse Electrical Manufacturing Co., with which both 
groups maintained close connections, Chase's $3,000,000 share was 
larger than the two Mellon banks’ $2,700.000.67 

The dominance of the Rockefeller interests in the corporate finance 
of Mellon companies was a result of the Rockefeller group's 
displacement of the Morgan-First National group as the major financial 
power of Wall Street during the Great Depression. This financial 
supremacy engendered a close relationship between the Rockefeller 
interests and the Mellon interests in oil, coal, utility, and clectrical 
equipment, a relationship which. at the same time, subordinated the 
Mellon interests to the Rockefeller interests. The close relationship 
between the two financial and industrial powers persisted after 1940, 
culminating in the absorption of Mellon Securities Co., the 
underwriting company of Mellon interests, by the First Boston 


Corporation, the underwriting company closely connected with Chase, 
in 1946.65 
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DISAPPEARANCE OF CLEVELAND GROUP AS A 
FINANCIAL POWER 


The Great Depression deprived Cleveland of two of its largest banks 
and transformed the Cleveland group into a financial satellite of the 
major banking powers. In the few years prior to World War II, 
Cleveland's major corporations were totally dependent on the leading 
New York banks and their affiliated life insurance companies for new 
capital supply. 

The failure of Union Trust and Guardian Trust in 1933 reduced the 
number of banking institutions in the Cleveland group to two: 
Cleveland Trust and the National City Bank of Cleveland. These two 
banks also sustained heavy losses in deposits during the crisis, but both 
succeeded in weathering the storm with aid from the RFC.® By the end 
of 1941, Cleveland Trust assets had risen to $530,000,000, 
$250,000,000 more than in 1932.7? The recovery of the National City 
Bank of Cleveland during the same period was even more impressive. 
The bank's assets, which dropped from $42,000,000 in 1928 to 
$35,000,000 in 1932, exceeded $200,000,000 in 1941.7! The loan 
portfolio of both banks also expanded considerably between 1934 and 
1941: Cleveland Trust, from $141,000,000 to $165,000,000; National 
City Bank of Cleveland, from $19,000,000 to $72,000,000.72 Bank 
assets held in the form of government bonds also increased during the 
interval: Cleveland Trust, from $57,000,000 to $174,000,000; National 
City Bank of Cleveland, from $42,000,000 to $61,000,000.7* The two 
banks also began to participate in term lending after the mid-thirties, 
the importance of which as part of their financial activities increased in 
the years thereafter.” 

The remarkable recovery of the two Cleveland banks, however, did 
not reduce Cleveland's financial dependency on Wall Street. On the 
contrary, the second half of the 1930s saw the two major New York 
financial powers—Morgan-First National and Rockefeller—playing an 
increasingly important part in the financial affairs of Cleveland's major 
industries, particularly those of tire and stecl. In the tire industry, the 
large life insurance companies of the two major groups emerged as the 
main capital suppliers. In 1938, when Goodyear Tire & Rubber, Co., 
one of the two tire companies formerly controlled by the Cleveland 
group, needed $50,000,000 to refund its bond issues and to increase its 
working capital, the three Morgan-First National affiliated life 
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insurance companies together provided 60% of the funding. Of the 
$40,000,000 bonds newly issued by the company in the refinancing, 
Prudential Insurance, New York Life, and Mutual Life took 
$15,000,000, $5,000,000, and $5,000,000 of the bonds, respectively.75 
The remaining $15,000,000 was bought by Metropolitan Life, the life 
insurance company of the Rockefeller group.?$ In addition to the 
$40,000,000 bond issue, the tire company also received a $10,000,000 
one-to-five-year loan from banks headed by Bankers Trust and Central 
Hanover.?? Both Cleveland Trust and the National Bank of Cleveland 
also participated in the loan, but with much smaller share. 

The Rockefeller interests, on the other hand, assumed leadership in 
financing B.F. Goodrich & Co., the other tire company formerly 
controlled by the Cleveland group. 1n the $18,000,000 one-to-seven- 
year term loan arranged by Goldman, Sachs & Co. for the tire company 
in 1939, Chase was the largest participant, its participation of 
$2,700,000 accounting for 15% of the loan.” Goodrich refinanced its 
debts in 1941 with a new $10,000,000 onc-to-seven-ycar loan and a 
$5,000,000 bond issue.?? In the refinancing, the share of Rockefeller 
interests increased still further. In the new $10,000,000 loan in which 
twelve banks participated, Chase's contribution was not only the largest 
but its share rose from 15% to 20%. More important, Metropolitan Life, 
acting in close collaboration with Chase, bought the $5,000,000 bond 
issue alone;®° the two major Rockefeller financial institutions thus 
supplied nearly half of the new capital involved in the refinancing. 

The predominant share of the two major financial powers in the 
financing of the tire industry was not confined to the two concerns 
affiliated with the Cleveland group. Even in the case of the other two 
large concerns outside of the Cleveland group—U.S. Rubber and 
Firestone Tire & Rubber—the importance of the Morgan-First National 
group and the Rockefeller group as capital suppliers increased 
enormously after the depression. Here, too, the five major life insurance 
companies played the vital role in supplying the new capital. Of the 
$45,000,000 bonds issued by U.S. Rubber, controlled by the Du Pont 
interests, in 1938 for refinancing purposes, three life insurance 
companies aífiliated with the two groups together purchased 
$44,000,000 of the issue and divided it among themselves: Prudential 
Insurance $10,000,000, Equitable Life $14,000,000, and Metropolitan 
Life $20,000,000.8! The remaining $1,000,000 went to U.S. Rubber 


Table 8-7: Term loans held by Cleveland Trust and National City Bank of Cleveland (1941) 


Cleveland % National City 9b Other Participants 
Trust Bank of Cleve. 
City Ice due 1946 400,000 6.6 400.000 6.6 FNB (Chi), others 
Cleveland Cliff due 1950 1330,000 13.6 450,000 4.5 Bankers T., others 
Detroit Edison 235,000 33 235,000 3.3 Bankers T., others 
Republic Steel due 1947 857000 61 300,000 2.1 NCB (N.Y )), others 
Thompson Products 1942-50 500.000 11.1 750.000 16.7 Bankers T., others 
Youngstown Steel 7-yrs 1,150,000 6.0 725,000 4.0 Bankers T., others 
Ferro Enamel Corp. 1942-46 0 500,000 100.0 - 
Halle Bros. Co. 1942-45 360,000 327 0 Chase 
Household Finance 1942-46 0 466,000 3.3 FNB (Chi), others 
Industrial Rayon 0 900,000 20.0 Bankers T. 
May Department 1942-48 0 1,000,000 20.0 Irving T. 
Ohio Power 1942-47 440.000 5.0 0 Chase, others 
Reliance Elec. 1942-48 464,000 100.0 - 
Schenley Distillers due 1944 0 680,000 2.3 Bankers T., others 
5,736,000 6.406.000 
Cleveland Trust Outstanding Loans (1941)- $165,794,000 


Магі City Bank (Clev.) $72,785,000 
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Pension funds. Again, when Firestone Tire & Rubber redeemed its 
bonds with a new issue of $50,000,000 debenture in 1941, four 
insurance companies together bought 31% of the debentures: 
Metropolitan Life $5,000,000, Prudential Insurance $3,000,000, Mutual 
Life $2,500,000, and New York Life $5,000,000.5? 

As of 1941, the five insurance companics together held the 
following percentages of the assets of the four largest tire 
manufacturers: Goodyear 17.5%, Firestone 6.8%, U.S. Rubber 17.8%, 
and Goodrich 3.3%. Thus, in a very short period of time, what C. Eaton 
had been unable to accomplish ten years before—to effect a closer 
alliance among the big four through the promotion of a common 
financial interest—was achieved by the major life insurance companies 
through the creation of a common financial tie by means of extensive 
bond holdings.®3 

The emerging dominance of Morgan-First National and 
Rockefeller interests is also to be found in the steel industry, though to 
a lesser extent. Here, too, the banks and insurance companies of the two 
major powers collaborated in the financing. From 1939 to 1941, thc 
three large iron and steel corporations in the Cleveland group— 
Republic, National, and Youngstown—togcther obtained a total of 
$142,000,000 from the capital market for bond redemption and for 
plant expansion.3* Nearly 67% of this amount was raised through bond 
issue and the remainder, 3396, through term loans in the form of serial 
notes. As in the case of the tire industry, the financial institutions of the 
two major powers, together with the National City Bank of New York, 
First National Bank of Chicago, and the Continental Illinois National 
Bank, provided an overwhelming proportion of the capital. Again, the 
shares of Cleveland banks in the financing were negligible. 

The dominance of the major powers in the financing of 
Cleveland’s steel industry is readily observable in the $50,000,000 
bond issue brought out by National Steel in 1939. These bonds were 
offered by a syndicate headed by Kuhn Loeb & Co., but the largest 
purchasers were the big life insurance companies.9 Metropolitan Life 
bought $10,000,000, Prudential Insurance another $4,000,000, and 
other insurance companies of the Morgan-First National group also 
participated: New York Life buying $2,000,000 and Mutual Life 
$1,300,000. In all, the two major financial powers accounted for 3696 
of the entire issue: Rockefeller 20% and Morgan-First National 16%. 
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Table 8-8: Participants in Cleveland-Cliff Iron Co. $11,000,000 (2, 
2 1/496, 10-yrs) loan syndicate (1940) 


% 
First National Bank of Chicago $3,000,000 27.3 
Bankers Trust (N.Y.) 2,500,000 22.7 
New York Trust (N.Y.) 2,000,000 18.2 
The Cleveland Trust 1,500,000 13.6 
Bank of Manhattan Co. (N.Y.) 1,000,000 9.] 
National City Bank of Cleveland 500,000 4.5 
Central National Bank of Cleve. 500,000 4.5 

11,000,000 100 


Agent Bank: Bankers Trust. 
Source: Reports to S.E.C. 


Equitable Life, another Rockefeller insurance company, purchased only 
$120,000 of the bonds, but it bought $2,500,000 of the $10,500,000 in 
serial notes issued by the steel company in the same уеаг.86 

The institutions that dominated the financing of National Steel also 
played a similar role in that of Youngstown Steel & Tube. To refinance 
its debt issues and to increase its working capital, Youngstown issued 
in 1940 $45,000,000 in 20-year bonds and $20,500,000 in one-to- 
seven-ycar serial notes, the latter consisting of two issues; one of 
$10,500,000 and another of $10,000,000.87 All three issues were 
offered through syndicates co-managed by Kuhn Loeb & Co., and 
Smith Barney & Co., both of New York. The largest purchasers of the 
bonds and notes were the banks and insurance companies of the major 
financial groups. Of the $45,000,000 bond issue, Metropolitan Life 
bought $5,000,000, Equitable Life $3,400,000, Mutual Life $1,000,000, 
and Aetna Life $1,000,000.88 Massachusetts Mutual Life and New 
England Life also participated, purchasing $1,000,000 and $500,000 
respectively.8? In total, six insurance companies, headed by the two 
Rockefeller institutions, bought 27% of the bonds. In addition to its 
bond purchase, Equitable Life also bought $1,500,000 of the serial 
notes, thus becoming the steel company's second largest creditor.” 

In the $10,050,000 serial notes, National City Bank of New York 
had а 24%,°! and First National Bank of New York and Bankers Trust 
together bought 25%. As regards the $10,000,000 serial notes, the main 
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purchasers were Bankers Trust ($3,500,000), National City Bank 
($1,000,000), Continental Illinois ($1,000,000), First National Bank 
($500,000), and Equitable Life ($1,500,000).?? As a result, the 
respective shares of the different financial interests outside Cleveland in 
the Youngstown Steel's refinancing were as follows: Rockefeller 
15.1%, Morgan-First National 12.5%, National City 4.7%, Chicago 
5.6%, Boston 2.3%, and Mellon 1.4%. In contrast, the combined share 
of the three large Cleveland banks was less than 12% in the 
$10,500,000 notes issue and below 2% in the three bond and notes 
issues. 

Similarly, a substantial proportion of the new capital procured by 
Republic Steel, the largest steel company in the Cleveland group, was 
also supplied by the major powers. Republic Stcel did not issue bonds 
after 1935. Instead, in 1940, it borrowed $14,500,000 from a syndicate 
consisting of twelve banks.?? This loan was replaced in 1941 by a new 
$16,500,000 eight-year loan, the participants remaining unchanged. 
National City Bank of New York provided $3,500,000 and was the 
syndicate's largest participant,™ followed by Chase whose participation 
amounted to $3,000,000.95 The Morgan-First National interests did not 
take part in the financing; but two other New York City banks, 
Manufacturers Trust and Bank of Manhattan Co.. participated in the 
loan. the former providing $2.000,000 and the latter $1.000,000.95 The 
Continental Illinois National Bank and the First National Bank of 
Chicago were also participants, each of them providing $1.750,000.97 
The syndicate also included the three Cleveland banks— Cleveland 
Trust, National City Bank of Cleveland, and Central National Bank— 
but their combined share was only $1.700,000. less than half of that of 
National City Bank of New York.?5 As a result, the 516.500.000 loan 
was distributed among the different financial-industrial groups in the 
following percentages: Chicago (including Harris Trust & Savings) 
25.5%, National City (including Riggs National Bank) 23.0%, 
Rockefeller 18.2%, Cleveland 10.3% and others 23.1%. Although the 
Chicago group's share was the largest, the National City and the 
Rockefeller group together accounted for 41%. 

The increasing influence of the major financial powers over the 
supply of new capital was not confined to the tire and steel industries. 
In the financing of large loans outside of these two industries, Morgan- 
First National and Rockefeller also played a dominant role. In 1940-41, 
four Cleveland-based companies outside the tire and steel sectors 
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received term loans of $1,000,000 or more from the banks: Industrial 
Rayon $5,000,000 (1940), Halls Brothers $1,650,000 (1940), 
Thompson Products $4,500,000 (1941), and City Ice & Fuel 
$6,000,000 (1941).99 АП of these loans, except that to City Ice, were 
originated by a Cleveland bank that also shared in the loan. But the 
major lender in each of the four loans was a New York bank, either 
Chase or Bankers Trust. Bankers Trust had a major share in the loans to 
Industrial Rayon and Thompson Products, providing 80% in the 
former,'® and 33% in the latter.!?! Chase was the major participant іп 
the loans to Halle Brothers !02 and City Ice, accounting for 67% and 
33% respectively.!0? The First National Bank of Chicago also had a 
33% participation in the loan to Thompson Products and another 33% 
in that to City Ice. Of the four loans, the shares of the three Cleveland 
banks were: Industrial Rayon 20%, Halle Brothers 33%, Thompson 
Products 33%, and City Ice 20%. There was no loan of $1,000,000 or 
more to a Cleveland concern in which a Cleveland bank was the major 
lending bank. The "independent financial market" for Cleveland, as 
conceived by C. Eaton and his bankers in the 1920s, had become a 
delusion as a result of the Great Рергеѕѕіоп.!04 With the increasing 
dominance of the three major financial powers over the country's 
finance and industry, the role of Cleveland banks in the financing of 
local industry had been rendered negligible. Cleveland remained no 
more than a financial satellite of Wall Street. 


THE LIMITS TO FIRST NATIONAL BANK OF BOSTON'S 
EXPANSION 


First National Bank of Boston was one of the few leading regional 
banks that weathered the Great Depression without federal aid. By 
1941, the bank's assets had risen to $927 million, $200 million more 
than in 1935.!05 The bank was also one of the few major banks whose 
U.S. government holdings dropped in 1935-41, from 18.2% to 17.9%. 
The years after 1935 saw a steady increase in loans held by First 
National Bank of Boston, from $274 million in 1935 to $322 million in 
1941.19 The loans were distributed among a wide range of borrowers, 
with individuals and local business corporations accounting for the 
greater part of the lendings. Nevertheless, the bank also had some large 
borrowers among its local debtors. Among them was the Massachusetts 
Utilities Associates, which borrowed $4 million from the bank in 
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1938.107 As of 1941, other local concerns that owed the bank more than 
$1 million included New Bedford Gas & Electric ($1.75 million), 
Kandall ($2 million), and Eastern Massachusetts Street Railway ($1.5 
million).!® All the loans, including the one made to Massachusetts 
Utilities, were financed by First National Bank of Boston alone. 

The growth of the bank's loan portfolio in the late 1930s was 
accompanied by a diversification of its lendings. In the years after 
1937, First National Bank of Boston broadened the scope of its 
borrowers to include a number of industrial sectors with which the bank 
had no financial connection in the past. These included utilities outside 
of New England, the motion picture industry, aircraft manufacturing, 
and distilleries. In 1938, First National Bank of Boston headed a $4 
million five-year loan to Virginia Electric & Power Co., a subsidiary of 
Stone & Webster & Co., when the utility company restructured its 
debts.!© First National Bank provided $3 million of the amount; the 
rest was divided among three southern banks. The bank also 
participated in loan syndicates that loaned $15 million to Detroit Edison 
and a similar amount to Wisconsin Electric, both in 1938, sharing 3% 
and 4% of the loans, respectively.!!? The Detroit Edison loan was 
managed by Bankers Trust and the Wisconsin Electric loan, by Chase 
National Bank. Chase also gave First National Bank of Boston a 1296 
participation in the $15 million 10-year loan Chase headed for Cities 
Service Gas in 1938.!!! 

Another sector that emerged as an important borrower of the bank 
was the motion picture industry: Universal Pictures ($2.5 million); 
Columbia Pictures ($1 million); Paramount Picture ($3 million); and 
Loews, Inc. ($8 million). First National made the loan to Universal 
Pictures in association with the Bank of Manhattan Co. under a $5.6 
million revolving credit agreement with the borrower, each bank 
providing 50% of the loan.!!? The loan, accounting for 30% of 
Universal Pictures’ $17 million assets, played a vital role in 
consolidating the borrower's position in the motion picture industry. 
Together with Bank of America N.T.&S. A., First National Bank of 
Boston loaned $1 million to Columbia Pictures.!!? First National also 
financed the $3 million loan to Paramount Pictures.!!! The latter was a 
five-year loan made in 1941 to replace some loans which the bank 
granted Paramount Pictures some years before when it became the main 
bank of the picture company. The loans to Loews, Inc. consisted of two 
loans: a $3 million one-to-five-year loan in 1940 and another one-to- 
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five-year $5 million loan in 1941.!!5 First National Bank of Boston 
alone made the two loans. As of 1941, the bank's outstanding loans to 
the four motion picture companies exceeded $10 million, making the 
bank the largest lending bank to this sector. 

The bank's new list of borrowers included aircraft manufacturing 
as well. First National Bank of Boston entered aircraft financing in the 
early 1940s. The bank headed the loan syndicate that provided 
Republic Aviation with $6 million in 1941.!'6 Three New York banks 
were co-participants in the loan: Chase National Bank, Guaranty Trust, 
and Bank of Manhattan Co. Each of the four banks contributed 2596 of 
the loan. When Bankers Trust, in 1941, headed a group of 11 banks that 
loaned $30 million to Lockheed Aircraft, First National Bank of Boston 
was one the participants and accounted for $1.5 million of the 
amount!" 

First National Bank of Boston was closely affiliated with John 
Hancock Mutual Life and New England Mutual Life, the seventh 
largest and the eleventh largest insurance companies. As of 1940, First 
National had four directors in common with John Hancock Mutual Life 
whose president was a director of the bank.!! First National and the 
two insurance companies cooperated closely in the financing of some 
large borrowers.!!? In 1940, when International Paper Co. restructured 
its debts by obtaining a $3 million five-year loan headed by Chase 
National Bank and selling $26.5 million in bonds to six insurance 
companies, First National Bank provided 25% of the loan and John 
Hancock Mutual Life bought $3.5 million of the bond issue.!29 The two 
insurance companies also acquired, in 1941, $4.5 million of the $13 
million bonds offered by Loews, Inc., which had also borrowed a total 
of $8 million from First National Bank of Boston.!?! Compared to the 
five major insurance companies, however, John Hancock Mutual and 
New England Mutual played a much less important role in industrial 
financing.!?? From 1934 to 1939, the two insurance companies together 
accounted for only less than 5% of the total amount of bonds privately 
placed by corporations. !23 

Notwithstanding its financial expansion, First National Bank of 
Boston remained essentially a regional banking power that played a 
secondary role in the pre-war financial market. Because of its close 
relationship with Chase dating back to the pre-depression era,!7* the 
bank was given a share in some Chase-managed loan syndicates: 
Wisconsin Electric Power, Cities Service Gas, and International Paper. 


Table 8-9: Main borrowers of First National Bank of Boston (1941) 


Borrower Outstanding %ofloan Managing bank 
amount 
Loews, Inc. 1942-45 $7,250,000 100.0 FNB (Boston) 
New York, New Haven, Hd. R. R. - 4,200,000 25.7 Chase 
Massachusetts Utilities 2-yr 4,000,000 100.0 FNB (Boston) 
Schenley Distillers 1944 2,900,000 9.7 Bankers T. 
Universal Picture Revol. credit 2,500,000 50.0 with BK. of Manh. 
Virginia Elec. & Power 1942-46 2,260,000 72.5 FNB (Boston) 
Paramount Picture 1942-46 2,000,000 100.0 FNB (Boston) 
New Bedford Gas & Elec. 1943 1,750,000 100.0 FNB (Boston) 
Lockheed Aircraft l-yr 1,500,000 5.0 Bankers T. 
Distillers Corp. Seagram - 1,500,000 6.5 Bankers T. 
Republic Aviation 5-yr 1,500,000 25.0 FNB(Boston) 
Kendall Co. 1942-45 1.230,000 100.0 FNB (Boston) 
Celanese 1942-45 1,200,000 40.0 with BK. of Manh. 
Eastern Mass. Street RW 1942-45 1,125,000 100.0 FNB (Boston) 
Columbia Picture 1942 1,000,000 50.0 with BK. of Manh. 


Addressograph-Multigraph 1942-46 900,000 100.0 FNB (Boston) 


Table 8-9 (continued) 


Borrower Outstanding — 95 of Managing bank 
amount loan 

International Paper 1945 750,000 25.0 Chase 

American & Foreign Power 1-уг 696,000 6.0 Guaranty T. 

A. E. Staley & Co. 1942-44 600,000 50.0 FNB (Boston) 

United Marchant & Mfr. 1945 500,000 50.0 Bankers T. 

Detroit Edison 1946 470,000 6.6 Bankers T. 

Total (21 borrowers) 39,831,000 


Outstanding loans as of 1941: $320,000,000. 
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Bankers Trust, too, included First National Bank of Boston in some 
loan syndicates which it managed because of its association with First 
National Bank of Boston in the financing of International Paper. These 
included the syndicates that financed Detroit Edison, Schenley 
Distillers, and Lockheed Aircraft. But First National's shares in these 
loans were small compared with those of the major participants. 
Furthermore, the bank, like the major Chicago banks, was not included 
in the large loans sponsored by the major New York banks for other 
important sectors: auto-sales financing, oil, telecommunications, large 
utilities, and tobacco. The name of First National Bank of Boston did 
not appear in the list of syndicate participants that financed the General 
Motors Acceptance Corp. and Commercial Investment Trust. Nor was 
the bank a member of the syndicates that made loans to the various 
Standard Oil companies, Gulf Oil, Consolidated Oil, Cities Service Oil, 
and Tidewater Associated Oil. Even in the various steel loans headed 
by the major New York banks in 1938-40, First National Bank of 
Boston was not given a participation. 

More important, the bank depended heavily on the two Rockefeller 
insurance companies in its large financial undertakings. The $4 million 
term loan to Virginia Electric, for instance, was accompanied by a 
$37.5 million bond issue of which Metropolitan Life and Equitable Life 
were the largest purchasers.!?5 The same was true of the $8 million in 
loans that the bank made to Loews, Inc. These loans were part of the 
$32.5 million refinancing program of the motion picture company 
under which the company sold $24.25 million of bonds to 11 insurance 
companies with Metropolitan Life and Equitable Life purchasing 
$11.25 million of the total amount. !?6 

As a result, although First National Bank of Boston was able to 
meet the financial needs of local concerns alone, the bank was no more 
than a minor partner of the Rockefeller interests in its more important 
financial undertakings. 


THE TWO CALIFORNIA BANKS 


Bank of America National Trust & Savings Association—Bank of 
America remained the largest bank on the Pacific Coast and one of the 
largest banks in the country during the depression, despite the bank's 
adversity in the early 1930s. As of 1941, the bank's assets totaled 2.4 
billion, the country’s fourth largest.!? 
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Table 8-10: Concentration of California Deposits by the Big Four 
Branch Banks, 1938-1941 


Security 
Bank of First American Total Big 
Year America National Trust — Anglo Bank Four 
1938 34.0% 14.4% 6.6% 5.1% 60.1% 
1939 34.0% 13.8% 6.9% 48% 59.596 
1940 34.4% 13.5% 6.8% 4.3% 59.0% 
1941 34.7% 12.896 7.096 4.396 58.8% 


Source: David A. Alhadeff, Monopoly and Competition in Banking, 1954, p.42. 


As did the major Chicago banks, Bank of America rapidly 
recovered from the aftermath of the early depression years, mainly with 
the aid of the Reconstruction Finance Corporation.!28 By 1941, the 
bank’s deposits, which dropped to $700 million in 1933, had risen to 
$1.9 billion.!2° The bank's outstanding loans also increased sharply. In 
1938, Bank of America accounted for 36% of the outstanding loans 
held by all the commercial banks in California. As of 1941, its loan 
portfolio, $915 million, was the country’s largest and was three times 
more than that of its arch rival, Security-First National Bank of Los 
Angeles. !30 

Despite its gigantic loan portfolio, Bank of America remained a 
financial institution whose principal borrowers were farmers and the 
“small people.” The bank’s close tie with California’s economy, which 
was basically an agricultural state until the outbreak of World War II, 
had greatly conditioned its lending outlet. At one time, the bank’s loans 
to farmers, packers, and canners accounted for close to 50% of its 
lending business.!?! The other borrowers of the bank were mostly small 
industrial concerns and private individuals. The bank also made loans 
to large corporations, but the number of loans was small; so was the 
amount of each loan. 

The records show that Bank of America made four term loans of 
$1 million or more between 1939 and 1941. In 1939, the bank provided 
Walt Disney with a $2,800,000 loan to finance its expansion.!?? It also 
made a $1.6 million loan to Puget Sound Pulp & Timber Co. in 
1941.133 The latter loan was a five-year term loan and financed by the 
bank alone. The two other loans were made through loan syndicates 
managed by other banks: a $1.5 million loan to Standard Oil Co. of 
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California(1939)!3* and a $1 million loan to Consolidated Steel Co. 
(1941).135 Chase National Bank managed the former and Security First 
National Bank the latter. Both loans were also term loans. Puget Sound 
Pulp & Timber was located in Washington; the other three borrowers 
were all Californian companies. 

As in the case of Chicago banks, Bank of America was excluded 
by the major New York banks from loans they sponsored for 
corporations of national importance. Until the outbreak of the Pacific 
War, Bank of America had never been a participant in loan syndicates 
managed by Rockefeller interests or Morgan-First National interests for 
utilities, oil, steel, and other major corporations other than the loan to 
Standard Oil Co. of California. Morgan-First National even excluded 
Bank of America in loans it sponsored for California corporations: 
Pacific Lighting, Crown Zellerbach, and Lockheed.!?6 When Pacific 
Finance Co., Bank of America's main compctitor in auto sales 
financing. borrowed $8.5 million from a group of New York and 
Chicago banks in 1939, Bankers Trust was the bank that managed the 
loan.!37 

It was only after the outbreak of the Pacific War that Bank of 
America succeeded in gaining a share in the loan syndicates sponsored 
by the major New York banks for large corporations. '38 

Security-First National Bank of Los Angeles—Security-First 
National Bank, the second largest bank on the West Coast, also made 
very few loans to big corporations up to the outbreak of the Pacific 
War. As of 1941, the bank had assets of $735 million, compared to 
$520 million in 1932.139 

Like Bank of America, Secunty-First National did not have close 
connections with any corporations of national importance. Because of 
its geographical limitations, the bank focused its loans on real estate, 
service industry and individuals around the Los Angeles агеа.!40 
Although the bank had a loan portfolio of $264 million in 1941, its 
borrowers were mainly small business concerns and private individuals. 

But unlike Bank of America, Security-First National was a 
correspondent bank of Bankers Trust of the Morgan-First National 
group, which gave the bank access to the financing of some big 
corporations. In 1939-41, Security-First National was included by 
Bankers Trust in the loan syndicates the latter headed for two California 
corporations: Pacific Lighting ($7 million) and Crown Zellerbach ($10 
million). Security-First National provided $1.5 million in each loan.!*! 
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Bankers Trust also gave Security-First National a share in a few loans it 
managed for corporations outside of California: Schenley Distillers 
($30 million). Distillers Corp. Seagram ($25 million), and R.K.O. ($6 
million).!42 Security-First National's shares in the three loans were 5%, 
4% and 20%, respectively. Security-First National, in turn, gave 
Bankers Trust a $900,000 participation in the $8.5 million loan it 
managed for Consolidated Steel Co. in 1941.43 Other than those from 
Bankers Trust, the only loan participation Security-First National 
received from a New York bank was a $1 million loan to Standard Oil 
Co. of California in 1939.14 The loan was part of a $25 million 10-year 
loan managed by Chase National Bank. 

Though Security-First National's connection with Bankers Trust 
enabled the bank to expand its lending outlet, the contribution was 
small compared to the size of the bank's loan portfolio. As of 1941, the 
outstanding amount of the five loans the bank provided through 
Bankers Trust totaled $4.5 million, accounting for less than 296 of the 
$264 million in loans held by the bank.'45 At the same time, the five 
loans represented only a small fraction of the more than 30 loans 
managed by Bankers Trust in 1938-41.!46 Morgan-First National 
interests did not give Security-First National a share in loan syndicates 
Morgan-First National sponsored for the largest corporations. Even in 
the case of a $30 million loan that Bankers Trust managed in 1941 for 
Lockheed Corporation, a California company, Security-First National 
was excluded from the loan syndicate.!4? 


NOTES 


1. For a brief account of the Chicago group, see National Resources 
Committce, The Structure of the American Economy, 1939, pp. 312-313. 

2. Jesse Jones, Fifty Billion Dollars, 1951, pp. 48-50. 

3. Moody's Banks-Insurance, 1942. 

4. Moody's Banks & Finance, 1932. 

5. U.S. Senate Stock Exchange Practices; Hearings, 1932, pp. 1677- 
1683. 

6. U.S. Senate Stock Exchange Practices; Hearings, 1933, pp. 2542, 
2661, 2689. 

7. The two Reynolds brothers, George M. Reynolds (Chairman, 
Executive Committee) and Arthur Reynolds (Chairman, Board of Directors), 
who had dominated the bank prior to 1932, resigned from the bank, and W. C. 
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Cummings, at the recommendation of Jesse Jones of R.F.C., became the bank's 
chairman. A change in the bank's policy followed thereafter, resulting in the 
sharp contraction of business loans and the enormous increase in U.S. 
government bond holdings. 

8. Moody's Banks-Insurance, 1941. 

9. U.S. Senate, ibid., p. 1677. 
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against the Rockefeller interests. The success of Rockefeller's strategy was 
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First National Bank of Chicago and Chase National Bank, whose control passed 
to Rockefeller interests in 1932. For a detailed account of the two Chicago 
banks' relations with Standard Oil Co. of Indiana in the late 1920s, see Paul H. 
Giddens, Standard Oil Company (Indiana), 1955, pp.424-425. 

11. Moody's Banks-Insurance, 1941-42. 

12. Reports to SEC. 

13. C. & F. Chronicle, October 1, 1938; July 22, 1939; February 22, 1941. 

14. Reports to SEC. 
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included the loans to Public Service Co. of Northern lllinois ($6.9 million. 
1935). People Gas & Coke ($2.5 million, 1940), and Chicago & Midland 
Railway (2 million, 1940). 

16. Moody's Industrials, 1941-42. 

17. Moody's Railroads. 1940. 
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27. Ibid. 

28. Moody's Banks-Insurance, 1942. 

29. Reports to SEC. 

30. Moody's Public Utilities, 1941. 

31. C. & F. Chronicle, August 17, 1940. 

32. This was part of a $16 million loan made by a group of New York and 
Chicago banks to finance Northern Natural Gas Co. in 1930 when the company 
was founded. The company was owned jointly by Lone Star Gas Corp. (30%), 
North American Light & Power Co. (35%), and United Light & Railways Co. 
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Arlsa M. Bruce 6.67 
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Appendix 

The Outstanding Debts of the Largest Industrial 
Companies Held by the Major Commercial 
Banks and Life Insurance Companies in 1941 


The years of the Great Depression witnessed the emergence of a 
handful of powerful commercial banks and life insurance companies as 
the major capital supplier in American. As of 1941, 13 banks and 
insurance companies of the Rockefeller group (one bank and three 
insurance companies) and the Morgan-First National group (including 
five banks and four insurance companies), together with National City 
Bank of New York, held $4,900,000,000 in term loans and non-railway 
corporate bonds. The loans and bonds were distributed among a wide 
range of industries in the following amounts: public utilities 
$2,800,000,000; mining and manufacturing $1,600,000,000; finance 
companies and investment trusts $300,000,000; transportation 
(excluding railway) and others $200,000,000. 

More importantly, the debt holdings of the major financial 
institutions were concentrated in a very small number of large 
corporations in each industry. Of the mining and manufacturing 
corporations that borrowed $1,600,000,000 from the three powers, 48 
borrowers, whose assets ranked them among the 100 largest mining and 
manufacturing corporations іп 1937,(? accounted for 66% of the 
amount. The Rockefeller group and Morgan-First National group, 
either individually or collectively, were the largest capital supplier for 
46 of these 48 corporations. As of 1937, these 46 corporations had 
combined assets of $15,700,000,000, or 61% of the total assets of the 
100 largest mining and manufacturing corporations іп the same уеаг.2) 
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Together, these 48 corporations held the following market or 
production shares in their respective industries: oil refining capacity 
6795 (15 companies, 1938); crude steel production capacity 8096 (8 
companies, 1940); copper 30% (1 company, 1940); business machines 
85% (1 company, 1938); acetylene 60% (1 company, 1939); tires 80% 
(4 companies, 1938); canneries 8596 (2 companies, 1939); cigarettes 
45% (2 companies, 1941); whisky 60% (4 companies, 1941). 

The above figures by no means show a complete picture of the 
dominant role played by the three financial powers (Rockefeller, 
Morgan-First National, and National City) in the financing of big 
business in the 1930s. Even some of thc largest corporations which 
financed their capital needs from their internal reserves also depended 
on Rockefeller and Morgan-First National for financing the 
corporations that financed the sales of their products or were the 
principal buyers of their products. None of the three major automobile 
manufacturers—General Motors, Ford, and Chrysler—had loans from 
banks or insurance companies of Rockefeller and Morgan-First 
National;?? but the three largest auto sales finance companies— General 
Motors Acceptance, Commercial Investment Trust, and Commercial 
Credit Company—which financed most of the cars sold by the three 
automobile manufacturers, relied heavily on the two major financial 
powers for capital supply. Likewise, the two largest electrical 
equipment manufacturers—General Electric and Westinghouse Electric 
& Manufacturing—borrowed very little from the two financial 
powers; but the major utility companies, which provided the largest 
market for the products of the two companies, were heavily financed by 
Rockefeller and Morgan-First National.) 

As of 1937, the three automobile manufacturers had assets of 
$2,120,000,000 and the two electrical equipment manufacturers, 
$650,000,000. When the assets of these five companies are added, the 
total assets of the largest mining and manufacturing corporations in 
whose financing Rockefeller and Morgan-First National played a 
crucial role reach $18,400,000,000, or 73% of that of the 100 largest 
mining and manufacturing corporations in 1937. The details of the 
debts held by Rockefeller and Morgan-First National in the major 
utility companies and the three major auto sales finance companies 
have been discussed in chapters 4-6. This appendix therefore limits its 
findings to the loans and bonds held in 1941 by the banks and insurance 
companies of Rockefeller and Morgan-First National, together with the 
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loans held by National City Bank of New York, in 48 of the 100 largest 
mining and manufacturing corporations in 1937. For reference, the 
appendix includes a list of the names of the five largest stockholders of 
the 48 corporations and the number of stocks they held in each 
company, using data compiled by TNEC.®) 


296 Appendix 


NOTES 


l. Fortune Magazine, as cited by Temporary National Economic 
Committee (TNEC), Monograph No. 29, 1940, pp. 350-54. 

2. TNEC, ibid. 

3. The only bank loan obtained by the three major automobile 
manufacturers in 1930s was a $25,000,000 5-year loan made to Chrysler 
Corporation by a syndicate headed by Central Hanover and Chase in 1935. The 
loan had been repaid by 1936. 

4. Westinghouse obtained a $20,000,000 short-term loan from a banking 
syndicate headed by Chase National Bank in 1941. The loan was repaid in the 
same year. 

5. In 1923, 33% of General Electric's domestic sales was derived from 
sales 10 power companies. The percentage was even higher in the case of 
Westinghouse, which sold 50% of its products to power companies in the same 
year (Federal Trade Commission, Report on Electric-Power Industry, Supply of 
Electrical Equipment and Competitive Conditions, 1928, pp. 74-5. 

6. TNEC, ibid. 

7. Of the 100 largest mining and manufacturing corporations listed by 
Fortune for 1937 and cited by TNEC Monograph No. 29, Armour & Co. 
(Illinois) and Armour & Co. (Delaware) were listed as separate companies. In 
the appendix, the two companies are treated as a single entity. 

8. TNEC, ibid., рр. 635-1439. 


APPENDIX:TABLES 


The 48 largest mining and manufacturing companies for which Rockefeller and Morgan-First National were the 
largest capital supplier in 1941 


Production or 
market share 
16 companies 
accounted for 68% 
of the refining 
capacity in 

19380) 


Standard Oil Co. (New Jersey) 
Socony Vacuun Oil Co, Inc. 
Standard Oil Co. (Indiana) 
Texas Corporation 

Standard Oil Co. of California 
Gulf Oil Corporation 


Empire G. & F. Co. (Cities Service Oil) 
Shell Union Oil Corporation 
Consolidated Oil Corporation 

Tide Water Associated Oil Co. 

Atlantic Refining Co. 

Union Oil Co. Of California 

Ohio Oil Co. 

Sun Oil Co. 


2,060,816 
905,213 
735,079 
614,793 
596,334 
560,399 


413,941 
380,203 
352,319 
203,773 
186,213 
165,516 
138,856 
128,401 


Outstanding 


194,512 
136,538 

22,325 
110,610 
25,000 
50,000 


84,100 
108,961 
76,609 
39,800 
25,800 
37,480 
15,500 
23,971 


Percentage of Debt held 
by Rockefeller and 
Morgan-First National 
R-19, MF-14, (NCB-4) 
R-38, MF-23 

MF-38, R-25, (NCB-11) 
R-13, MF-5 
R-40(NCB-40) 

R-30, MF-18 
(NCB-23,Mellon19) 
R-52, MF-33 

MF-15, R-12 

R-39, MF-1, (NCB-5) 
R-63, MF-21, (NCB-6) 
MF-14, R-9 

R-12, MF-10 

R-100 
МЕ-58, R-42 


The 48 largest mining and manufacturing companies (continued) 


Standard Oil Co. (Ohio 63,788*| 10,933 R-54(Boston-46 

Total | 68.3% | 76095| | 
8 companies United States Stee] Corp. 1,918,729 | 192,326 MF-15, R-12 
accounted for 80% Bethlehem Steel Corp. 715,810 | 177,704 R-18, MF-15 
of crude steel Republic Stecl Corp. 364,659 95,483 R-10, MF-4 
production (NCB-3,Chi-3, 
capacity in 19402) Clev-2) 
R-14, MF-9 
(Chi-4, NCB-4) 
R-13(Mellon-21, 
NCB-7, Chi-4) 
R-20,MF-13 
R-38, MF-9 
(Chi-8, NCB-6) 
R-85 


Steel 


Youngstown Sheet & Tube Co. 220,641 71,495 


Jones & Laughlin Steel Corp. 219,643 42,000 


204,453 60,500 
158,326 | 48,080 


National Steel Corp. 
Inland Steel Co. 


3.7 145.845 24,800 


80.3% 3,948106) | 


American Rolling Mil! Co. 


The 48 largest mining and manufacturing companies (continued) 


Aluminum | 100%) 


Aluminum Company of America 


Copper 1 of the 3 largest Anaconda Copper Mining Co. 
producers‘) 
Coal Largest bituminous | Pittsburgh Coal Co. 
coal producer? 
Radio Largest radio Radio Corporation of America 
manufacturer 
Industria} Leading Allis- Chalmers Manufacturing Co. 
machinery manufacturer 
Sanitary Leading American Rad, & Standard Sani, Corp. 
equipment manufacturer ® 
Adding Adding machine Intemational Business Machine Corp. 
machine 959,9 Remington Rand Inc. 
Total 
Chemical pa the 4 largest Union Carbide & Carbon Corp. 
chemical 
manufacturers‘! 


American Cyanamid Co. 


a 


Total 


236,567 27,100 R-51.6,MF-36.9 
(Melloni 1.4) 


MF-40,R-20, (NCB-40) 


592,825 20,000 


139,537 12,594 R-22,MF-13, 
(Mellon-27) 


MF-33, R-20, (NCB-13) 


89,373 15,000 


110,636 24,250 MF-7(Chi-13,NCB-11) 


165,825 6,000 MF-75(Chi-22) 


74,219 MF-100 


R-38.MF-8, (NCB-5 


17,000 
18,000 


292,595 28,200 MF-63, R-30 


69,863 20,978 R-51, MF-44 


362,458 


The 48 largest mining and manufacturing companies (continued) 


4 companies Goodyear Tire & Rubber Co. 
dominated the tire United States Rubber Co. 
marker! D Firestone Tire & Rubber Co. 
B. F. Goodrich Co. 


American Can Co. 
Continental Can Co, Inc. 


Canneries 2 companies 


dominated the 


194,933 
179,117 
166,192 
135,436 


MF-58,R-35 
R-77, MF-23 
MF-24, R-9 


178,218 10,000 MF-100 
134,409 27,000 R-40, MF-37 


59,928 R-37.5, MF-0.1 


(Boston9.3) 


General Foods Corp. 


marker?) 
Total 

Glass Largest glass Owen-Illinais Glass Co. 

containers — | manufacturer ?? 

Paper The largest and International Paper Co. 258,143 
second largest Crown Zellerbach Corp. 104,550 
paper companies (i? pea _ 

в | Total 450,255 

Dairy Leading National Dairy Products Corp. 202,807 

products producers 5? Borden Co. 122,435 


R-14,2.MF-6.5 
R-66.6,MF-33.3 
R-33.3,MF-33.3 


76,054 


The 48 largest mining and manufacturing companies (continued) 


Distilling 


Total 


The 4 major 
distillers 9 


Major cigarett 
manufacturers 


e 
7) 


Schenley Distillers Corp. 


Distillers Corp-Seagram 


National Distillers Products Corp. 


Hiram Walker-Good, & W. Ltd 


American Tobacco Co. 
R. J. Reynolds Tobacco Co. 


Total(52 Companies) 


Excluding the 4 companies not included 
in the 100 largest mining and 
manufacturing corporations in 1937* 
(TNEC Monograph No. 29, 1940, PP. 
351-53). 


ә Д Total Assets (48 companies) 


MF-25(Chi-18, 
Boston-10, NCB-9) 
23,070 MF-28(Chi-11, 
Boston-7) 
32,108 R-10,MF-10 


13,500 
2881600 | — | 


274,023 104,477 MF-50,R-18 
180,721 16,000 (NCB-7) 


Table 1 (continued) 


Mutual Benefit Life 500,000 
Provident Mutual Life 500,000 
$18,031,000 


Notes 1.25%, 1943-44 (issued 1940) 
holders not disclosed 
Bank loan 1945-47 (obtained 1940) 


Chase National Bank $12,500,000 
National City Bank of N.Y. 8,500,000 
$21,000,000 


Plantation Pipe Line Co. -Notes 11/4 , 
1943-46 (issued 1941) 
Mutual Life $8,000,000 
Humble Oil & Refining Co.*-Bank loan 11/496, 
1943 (obtained 1938) 
Chase National Bank $1,666,666 
Other holders not disclosed 
The Carter Oil Co.* Notes 3%, 
1943 
Chase National Bank $2,667,300 
Other debt 
Total 
Rockefeller institutions: $37,052,996 


14,000,000 


21,000,000 


8,000,000 


5,000,000 


2,667,300 


8.845.525 
$194.512.825 


Table 1 (continued) 


Morgan-First National institutions: $27,102,000 

*Subsidiary 

Note: In May, 1942, Humble Oil Refining sold an issue of $50,000,000 debenture (2.5-2.95%, 1953- 
62) to a group of five insurance companies, including Metropolitan Life ($20,000,000), 

Prudential Insurance($15,000.000), and Mutual Life ($6,000,000). 


Stockholders, common stock (voting) 


Largest stockholders Numbers of Total value (average price per 
shares (1938) % share in 1941: $39.94) 
Rockefeller family and foundations 3,599,843 13.51 $143,777,723 
Standard Oil Co. (Indiana) 1,778,976 6.69 71,052,301 
Harkness family 1,143,867 4.30 45,686,047 
Estate of Henry H. Houston 235,500 0.89 9,405,870 
American 1. С. Chemical Corp. 234,925 0.88 9,382,905 
Total 6.993.111 25.66 $279.304,846 


Number of shares outstanding as of 1939: 27,250,633 
Number of shares outstanding as of 1941: 27,283,587 
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Socony-Vacuum Oil Company (Assets as of 1941: $927,000,000) 
Size rank (1937): 4 


Debenture 2.875%, 1955 (issued 1937) 


Metropolitan Life $36,000,000 
Prudential Insurance 19,000,000 
Equitable Life 10,000,000 
Mutual Life 10,000,000 

$75,000,000 

Debenture 396, 1964 (issued 1937) 

Metropolitan Life $6,000,000 
New York Life 3,050,000 
John Hancock Life 1,500,000 
New England Mutual 1,340,000 
Mutual Benefit Life 1,000,000 
Provident Mutual Life 850,000 
Teachers Ins. & An. 700,000 
Pheonix Mutual Life 590,000 
Penn Mutual Life 500,000 
Phil Sav. Fund Soc. 500,000 


Northwestern Mutual Life 400,000 


Outstanding 
$75,000,000 


$50,000,000 
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Guardian Life 400,000 
$16,830,000 
Other debt 11,538,000 
Total $136,538,000 


Two Rockefeller insurance companies: $52,000,000 
Three Morgan-First National insurance companies: $32,050,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $9.13) 
Rockefeller family and foundations 5,092,281 16.34 $46,492,525 
Harkness family 665,000 2.13 6,071,450 
Burford family 488,775 1.31 4,462,157 
J. A. Chapman 400,000 1.28 3,652,000 
H. B. Earhart, trustee 184,200 0.59 1,681,746 
Total 6,830,256 21.65 $62,359,878 


Number of shares outstanding as of 1938: 31,150,610 
Number of shares outstanding as of 1941: 31,178,341 
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Standard OH Company of india (Annin ик of $041: $H03,481,01.3 


Size vank (107): 5 Outatanding 


Hank Гоми 296, 1043-50 (obtained 1940)* $4,500.000 
Chine National Bank $41,500,000 

Bank loan M6, 194448 (obtained 1940)* 2,000,000 
Guimanty чим 2,000,000 

Bank Jonn 1,596-296, 1943-45 (abtuined 1940-1)* 8,975,000 
Bunkers Trust 4,875,000 
National Сну Bank of N.Y. 2,000,000 
Others 2,100,000 
8,975,000 

Bank loan 1/2495, 2%, 1942 (obtained 1940-1) $3,125,000 
Bankers Trust 1,025,000 
Chase National Hank 1,000,000 
National City Bank ol N.Y. SONN) 
$3,125,000 

Other debt 724,741 

Total $22,424,74 l 


s subsidiur 


* Through Pan-American Petroleum & Transport Со, (compan 
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Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price per 
shares (1937) % share in 1941: $30.00) 
Rockefeller family and foundations 1,734,704 11.36 $52,041,120 
Harkness family 446,285 2.92 13,388,550 
Fifth Employees Stock Purchase Plan, 214,875 1.41 6,446,250 
Standard Oi] Co. (Indiana) 
Estate of Henry Houston 107,622 0.70 3,228,660 
Jesup & Lamont 82,924 0.54 2,487,720 
Total 2,586,410 16.93 $77,592,300 


Number of shares outstanding as of 1937: 15.266,066 
Number of shares outstanding as of 1941: 15,284,935 


The Texas Corporation (Assets as of 1941: $695,831,742) 


Size rank (1937): 9 Outstanding 
Debenture 3s due 1959 (issued 1939) $40,000,000 
Metropolitan Life $5,550,000 
Mutual Life 1,500,000 
Equitable Life 1,110,000 
Mutual Benefit Life 780,000 


Southwestern Life 566,000 
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Aetna Life 500,000 
John Hancock Mutual Life 500,000 
New England Mutual Life 500,000 
Com Exchange Bank and Trust 500,000 
New York Life 127.000 

$11,633,000 

Debenture 3s due 1965 (issued 1940) 60,000,000 

Metropolitan Life $6,000,000 
Aetna Life 2,500,000 
Mutual Life 2,000,000 
Travelers Insurance 2,000,000 
Penn Mutual Life 2,000,000 
Sun Life (Canada) 1,600,000 
Phoenix Mutual Life 750,000 
Mutual Benefit Life 719,000 
State Mutual Life 500,000 

$18,069,000 

Bank loan 1.75%, 1943-50 (obtained 1941) $6,750,000 

Central Hanover B. & T. $6,300,000 
First National Bank of Dallas 450,000 


$6,750,000 
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Other debt 3,860,000 
Total $110,610,000 

Three Rockefeller insurance companies: $14,660,000 

Three Morgan-First National insurance companies: $6,127,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price per 
shares (1937) 96 share in 1941: $40.44) 
Marguerite S. Hill 141,755 1.30 $5,732,572 
Estate of Dellora R. Gates 141,020 1.30 5,702,848 
Central Hanover B. & T. Co.* 95,409 0.88 3,858,340 
Mrs. Antoinette D. Lapham 94,560 0.87 3,824,006 
J. & W. Seligman & Co.* 82.274 0.76 3,327,161 
Total 555,018 5.11 $22,444.927 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 10,875,006 


Number of shares outstanding as of 1941: 10,875,800 


Table 1 (continued) 
Standard Oil Company of California (Assets as of 1941: $651,350,954) 


Size rank (1937): 10 Outstanding 
Bank loan 2.15%, 1943-8 (obtained 1939) $25,000,000 
The Chase National Bank $10,000,000 
The National City Bank of N. Y. 10,000,000 
Bank of America N. T. & S. A. 1,500,000 
The Anglo California Nat’) Bank of S. Е. 1,000,000 
Security-First National Bank of L. A. 1,000,000 
American Trust Co. 500,000 
The Farmers and Merchants Nat’! Bk. (L. A.) 500,000 
Seattle-First National Bank 500,000 
25,000,000 
Total $25.000.000 


Note; Amount of loan as of June, 1941. 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1937) 96 per share in 1941: $21.5) 

Rockefeller family and foundations 1,615,072 12.33 $34,724,048 

Harkness family 459,794 3.51 9,885,571 


Farmers Loan & Trust Co.* 88,681 0.68 1,906,642 
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Central Hanover B. & T. Co.* 76,875 0.59 1,652,813 
United States Trust Co.* 73,541 0.56 1,581,132 
Total 2,313,963 17.67 $49,750,206 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 13,102,900 
Number of shares outstanding as of 1941: 13,003,953 


Gulf Oil Corporation (Assets as of 1941: $541,145,881) 


Size rank (1937): 12 Outstanding 

Bank loan 1-3/4%, 1942-50 (obtained 1940)* $47,000,000 
Chase National Bank 25% 11,750,000 
National City Bank of N. Y. 25 11,750,000 
Bankers Trust 20 9,400,000 
Central Hanover B. & T. 10 4,700,000 
Union Trust (Pittsburgh) 14 6,580,000 
Mellon National Bank 4 1,880,000 
Farmers Deposit Nat’! Bank (Pitts.) 2 940,000 
$47,000,000 

Short-term loan (Chase National Bank 3,000,000 

Total $50,000,000 


*Original amount: $50,00,000 


Table 1 (continued) 


Stockholders, common stock (voting) 


Largest stockholder Number of shares Total value (average price per 
(1939) % share in 1941: $34.00) 
Mellon family 6,371,774 70.20 $216,640,318 
Sun Life Ass. Co. of Canada 85,000 0.94 2,890,000 
Jesup & Lamont* 45,644 0.50 1,551,896 
Taber family 43,000 0.47 1,462,000 
Lehman Bros.* 34,758 0.38 1.181.771 
Total 6,580,176 72.49 $237.259,986 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1939: 9,076,202 
Number of shares outstanding as of 1941: 9,076,202 


Cities Service group (Empire Gas & Fuel Co. and other oil subsidiaries-Assets as of 1941: $437,403,000) 
Size rank (Empire Gas & Co. Only) (1937): 16 Outstanding 


Empire Gas & Fuel Co. -Bank loan 2%, 5-year (obtained 1940) 

(100% owned by Cities Service Co.) $5,000,000 
Chase National Bank 5,000,000 

Cities Service Gas Co.-Mig. Bond 3.75%, 1948-54 (issued 1938) 


(10096 owned by Empire Gas & Fuel Co.) $20,000,000 
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Metropolitan Life $10,000,000 
Equitable Life 10,000,000 
$20,000,000 
Bank loan 31/496, 1942-47 (obtained 1938)* $11,000,000 
Chase National Bank $5,500,000 
Central Hanover B. & T. 3,685,000 
First Nat] Bank of Boston 1,100,000 
Harris Trust & Savings Bank 715.000 
$11,000,000 
Cities Service Oil Co. (Del) -Bank loan 3%, 1942-45 (obtained 1940)** 
(100% owned by Empire Gas & Fuel Co.) $20,750,000 
Guaranty Trust $10,376,000 
Chase National Bank 5,187,000 
Central Hanover B. & T. 5,187,000 
$20,750,000 
Indian Territory Illuminating Oil Co. -Bank loan 3%, 1942-45 (obtained 1940) 
(100% owned by Cities Service Oil Co. (Del) $6,400,000 
Guaranty Trust $6,400,000 
Cities Service Oil Co. (Pa) -Bank loan 3%, 1943-50 (obtained 1940) 
(100% owned by Cities Service Co.) 4,150,000 


Guaranty Trust $4,150,000 


Table 1 (continued) 
Arkansas Fuel Oil Co,3) -Bank loan 3%, 1941-45 (obtained 1940) 


(10096 owned by Arkansas Natural Gas Co., a subsidiary of Cities Service Co.) 5,000,000 
Guaranty Trust $5,000,000 
Arkansas-Louisiana Natural Gas Co.4) -Bank loan 2.75% ser. A 1944 
(100% owned by Arkansas Natural Gas Co.) (obtained 1939) 2,100,000 
Guaranty Trust $1,781,800 
Central Hanover B. & T. 318,200 
$2,100,000 
Mtg. bond 3.596 ser. B. 1954 (issued 1939) 9,700,000 
Equitable Life $4,850,000 
Metropolitan Life 3,550,000 
Massachusetts Mut. Life 400,000 
Sun Life 350,000 
Teachers Ins. & An. 300,000 
Provident Mutual Life 250.000 
$9,700,000 
Total $84,100,000 
Original amount: *: $15,000,000; **: $25,000,000 
Chase, Metropolitan Life, and Equitable Life $44,087,000 


Guaranty Trust 27,707,800 
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Central Hanover Bank & Trust 9,190,200 
$80,984,000 


Cities Service Co. (owned 100% of Empire Gas & Fuel Co.), Common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $4.56) 
Broekmans Adminst. N. V $2,201,156 5.93 $10,037,271 
Doherty interests 1,873,274 5.05 8,542,129 
R. Raphael & Sons* 289,048 0.78 1,318,059 
Bankers Trust Co.* 204,400 0.55 932,064 
Foster family 189,340 0.51 86,390 
Total 4,757,218 12.82 $21,692.913 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 37,136,015 


Number of shares outstanding as of 1941: 37,034,930 
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Cities Service Co., 6% cumulative pref. stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) 96 per share in 1941: $65.75) 

Broekmans Administ. N. V. 92,008 9.92 $3,665,589 

General Electric Co. 8,000 0.86 317,783 

Moore & Schley 6,310 0.68 251,270 

Doherty interests 6,276 0.68 250,025 

Fernand Petit 5,611 0.60 223,535 

Total 118,205 12.74 $4,708,202 


* Beneficiaries not disclosed. 
Number of shares outstanding as of 1938: 927,527 
Number of shares outstanding as of 1941: 562,000 


Shell Union Oil Corporation (Assets as of 1941; $398,591,000) 


Size rank (1937): 17 Outstanding 
Debenture 2.5%, 1954 (issued 1939) $85,000,000 
Prudential Insurance $7,700,000 


Metropolitan Life 7,500.000 
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Mutual Life 3,000,000 
Massachusetts Mut. Life 2,500,000 
Northwestern Mut. Life 1,100,000 
Philadelphia Sav. Fund Soc. 1,050,000 
Aetna Life 1,000,000 
Provident Mut. Life 1,000,000 
Pheonix Mut. Life 1,000,000 
New York Life 636.000 
$26,486,000 
Debenture 2.75 , 1961 (issued 1941) 14,794,000 
Metropolitan Life $3,500,000 
Mutual Life 3,000,000 
New York Life 975,000 
$7,475,000 
Notes 0.75%-2.5%, 1942-53 (issued 1941) 9,167,000 
Equitable Lyle $2,713,000 
Total $108,961,000 


Four Morgan-First National insurance companies: $16,311,000 
Two Rockefeller insurance companies: $13,713,000 
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Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1937) % per share in 1941: $13.44) 

Batavian Petroleum Co. 8,412,154 64.35 $113,059,346 

Broekmans Administratickantoor N. V. 1,586,520 12.13 21,322,828 

R. Raphael & Sons* 144,770 1.10 1,945,708 

Rowe & Pitman* 114,628 0.87 1,540,600 

Cassel & Co.* 92,345 0.70 1,241,119 

Total 10,350,417 79.15 $139,109,601 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 13,070,625 
Number of shares outstanding as of 1941: 13,070,625 


Stockholders, 51/275, cumulative convertible pref. stock (contingent voting) 


Largest stockholders Number of 

shares (1937) % 
Broekmans Administratickantoor N. V. 65,700 12:75 
Irving Trust Co.* 25,542 6.90 


The Prudential Insurance Co. 10,000 2.70 entire issue redeemed in 1940 
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8,500 2.29 
United States Tobacco Co. 6,100 1.64 
Total 115,842 31.28 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 370,041 
Number of shares outstanding as of 1941:0 


Consolidated Oil Corporation (Assets as of 1941: $374,207,375) 


Size rank (1937): 20 Outstanding 
Convertible debenture, 3.5% , 1951 (issued 1938) $42,359,000 
Massach. Mutual Life $1,203,000 
Aetna Life 750,000 
Connect. Mutual Life 546,000 
Provident Mutual Life 477,000 
Teachers Insurance & An. 397,000 
Debenture 3.375%, 1950 (issued 1938) 24,250,000 
Equitable Life $24,250,000 


Bank loan 2.5%, 1942-49 (obtained 1941) 
Chase National Bank 6,000,000 
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National City Bank of N. Y. 4,000.000 
$10,000,000 
Total $76,609,000 


Note: Amount of debt held by two Rockefeller institutions (Chase and Equitable Life): $30,250,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1937) % per share in 1941: $5.75) 
Petroleum Corp. of America 1,551,496 11.14 $8,921,102 
Rockefeller family 829,920 5.96 4,772,040 
Pierce Oil Corporation 220,683 1.59 1,268,927 
Pierce Petroleum Corporation 120,800 0.87 694,600 
E. A. Pierce & Co.* 120,580 0.87 693,335 
Total 2,843,479 20.43 $16,350,004 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 13,915,167 


Number of shares outstanding as of 1941: 13,128,160 
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Tide Water Associated Oil Company (Assets as of 1941: $216,464,411) 


Size rank (1937): 33 Outstanding 

Debenture 2.75%, 1955 (issued 1940) $16,500,000 
Metropolitan Life $10,000,000 
Equitable Life 6,500,000 
16,500,000 

Institutional loan 1.45-2.5096, 1942-50 (obtained 1940) $17,200,000 
Equitable Life $5,000,000 


First National Bank of NY 
Chase National Bank 
Guaranty Trust 
National City Bank of NY 12,200,000 * 
Bankers Trust 
Central Hanover B. & T. 
Chemical Bank B. & T. 


New York Trust 
17,200,000 
Bank loan 1.7596, 1942-45 (obtained 1940-41) 6,100,000 
Chase National Bank 2,196,000 


Guaranty Trust 
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Bankers Trust 3,904,000 
First National Bank of NY 
National City Bank of NY 
$6,100,000 
Total $39,800,000 


Amount of debt held by the three Rockefeller's institutions: $25,220,000 
* The names of the banks that provided the $17,200,000 institutional loan were based on the eight 
banks that provided the company with a $17,000,000 term loan in 1935. 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1939) % per share in 1941: $10.63) 

Getty interests 1,497,727 23.52 $15,920,838 

Boissevain Administratiekantoor 797,924 12.53 8,481,932 

E. F. Hutton & Co.* 191,844 3.01 2,039,302 

South Penn Oil Co. 76,471 2.77 1,875,887 

Carl H. Beal 137,000 2.15 1,456,310 

Total 2,800,966 43.98 $29,774,269 


A gy 
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* Beneficiaries not disclosed 
Number of shares outstanding as of 1939: 6,368,300 
Number of shares outstanding as of 1941: 6,374,033 


Stockholders, $4.15 cumulative convertible pref. Stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1939) % per share in 1941: $97.56) 

Standard Oil Co. (Indiana) 28,841 5:77 $2,813,728 

Doheny family 17,778 3.56 1,734,422 

United States Trust Co.* 6,294 1.26 614,043 

Niagara Fire Insurance Co. 5,200 1.04 507,312 

Crocker family 5,133 1.03 500,775 

Total 63,236 12.66 $6,170,280 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1939: 500,000 


Number of shares outstanding as of 1941: 500,000 
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Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1939) % per share in 1941: $23.81) 

John W. Van Dyke 55,000 2.09 $1,309,550 

Mrs. Alta Rockefeller Prentice 40,000 1.50 952,400 

Estate of Oliver H. Payne 32,560 1.22 775,253 

Estate of Payne Whitney 23,500 0.88 559,535 

Girard Trust Co. 14,499 0.54 345,221 

Total 165,559 6.23 $3,941,959 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1939: 2,663,998 
Number of shares outstanding as of 1941: 2,663,998 


Stockholders, 4% cumulative convertible pref. Stock (contingent voting) 


Largest stockholders Number of Total value (average price per 
shares (1939) % share in 1941: $109.06) 
Girard Trust Co.* 6,048 4.09 $658,722 


Continental Insurance Co. 4,000 2.70 436,240 
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Provident Mutual Life Ins. Co. 3,500 2.36 381,710 
Fidelity-Philadelphia Trust Co.* 2,307 1.56 251,602 
City Bank Farmers Trust Co.* 1.977 1.34 215,612 
Total 17,832 12.05 $1,943,886 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1939: 148,000 
Number of shares outstanding as of 1941: 148,000 


Union Oil Company of California (Assets as of 1941: $192,530,672) 


Size rank (1937): 48 Outstanding 
Debenture 3s, 1959 (issued 1939) $30,000,000 

Metropolitan Life $3,600,000 

New York Life 2,860,000 

Provident Mutual Life 1,000,000 

Philadelphia Sav. Fund Soc. 650,000 

Aetna Life 600,000 

Reliance Life Insurance 600,000 

Teachers Insurance & An. 600,000 

Mutual Life 487,000 


Union Central Life 425,000 
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Western Sav. Fund Soc. 375,000 
$11,197,000 

Debenture A 6s, 1942 7,480,000 
Equitable Life $1,110,000 
Prudential Insurance 100,000 
$1,210.000 

Total $37,480,000 


Two Rockefeller insurance companies: $4,710,000 (12.5%) 
Four Morgan-First National insurance companies: $4,047,000 (10.8%) 


Stockholders, common stock (voting) 


Largest stockholders Number of shares Total value (average price 
(1938) % per share in 1941: $13.63) 

Union Oil Co.'s Employees Provident Fund 213,350 4.57 $2,907.960 

Stewart family 199,072 4.26 2,713,351 

E. F. Hutton & Co.* 43,043 0.92 586,676 

The Superior Oil Co. 28,659 0.61 390,622 


Leroy & Co. 27.167 0.58 370,286 
Total 511,291 10.94 $6,968,895 
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* Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 4,666,270 
Number of shares outstanding as of 1941: 4,666,270 


Sun Oil Company (Assets as of 1941: $175,647,946) 


Size rank (1937): 60 Outstanding 
Debenture 2.25% s, 1951 (issued 1940-1) $20,000,000 

Prudential Insurance $10,000,000 

Equitable Life 10,000,000 

$20,000,000 

Mtg. bond 2%, 1942-50 (issued 1941) of 3,971,000 
Motor Tankship Co. (Sun Oil's subsidiary) 

Prudential Insurance $3,971,000 

Total $23,971,000 
Prudential Insurance 58% 
Equitable Life 42% 


Stockholders, common stock (voting) 


Largest stockholders Number of shares Total value (average price per 
(1938) % share in 1941: $58.25) 


Pew family 1,607,543 69.42 $114,798,190 
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Stock purchase plane of Sun Oil Co. employees 82,062 3.54 5,860,417 
Insurance Co. of North America 29,692 1.28 2,116,705 
Samuel B. Eckert 15,883 0.69 1,134,277 
Motor Tankship Co. (Sun Oil's subsidia 11,270 0.49 744.628 
Total 1,746,450 75.42 $124,654,217 


Number of shares outstanding as of 1938: 2,315,607 
Number of shares outstanding as of 1941: 2,838,929 


Stockholders, 6% cumulative pref. Stock (contingent voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941; $121.75) 
New York Life Insurance Co. 2,500 2.50 $283,668 
Girard Trust Co.* 2,173 2.17 246,565 
Insurance Co. of North America 1,700 1.70 192,895 
General Accident Fire & Life Ass. Corp. 1,500 1.50 170,201 
Metropolitan Museum of Art 1,500 1.50 170,201 
Total 9,373 9.37 $1,063,530 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 100,000 


Number of shares outstanding as of 1941: 93,197 
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Continental Oil Company (Assets as of 1941: $155,083,597) 


Size rank (1937): 73 Outstanding 
Bank loan 1942-47 (obtained 1941-2) $10,000,000 
Guaranty Trust $8,500,000 
J. P. Morgan & Co. 1,500,000 
$10,000,000 
Short-term loan (Guaranty Trust and J. P. Morgan & Co.) 3,700,000 
Total $13,700,000 


Note: Amount of bank loan as of February, 1942. 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price per 
shares (1937) % share in 1941: $22.25) 

Filor, Bullard & Smyth* 181,029 3.87 $4,027,895 

Adm. Van Binnen En Buit. Fondsen 161,180 3.44 3,586,255 

J. P. Morgan & Co.* 87,339 1.87 1,943,293 

Carl H. Pforzheimer & Co.* 66,352 1.42 1,476,332 

State Street Investment Corp. 61,600 1.31 1,370,600 


Total 557,500 11.91 $12,404,375 
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* Bencficiaries not disclosed 
Number of shares outstanding as of 1937: 4,682,387 
Number of shares outstanding as of 1941: 4,682,565 


Ohio Oil Company(Assets as of 1941:$128,273,265) 


Size rank (1937):57 Outstanding 

Bank loan !.75%, 1943-51 (obtained 1941) $15,500,000 

Chase National Bank $15,500,000 

Total $15,500,000 

Stockholders, common stock(voting) 

Largest stockholders Number of % Total valuc(avcrage price 

shares (1938) per share in 1941:$8.3 

Rockefeller family and 1,223,056 18.66 $10,249,209 
Family-endowed foundations 

M. L. Benedum 102,769 1.57 861,204 

City Bank Farmers trust Co.* 59,420 0.91 497,937 

Estate of Henry H. Houston 57,472 0.88 481,615 


Jesup & Lamont* 53,217 0.81 445,958 


Total 1,495,934 22.83 $12.535.923 
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* Beneficiaries not disclosed 
Number or shares outstanding as of 1937:6,554,183 
Number or shares outstanding as of 1941:6,563,377 


Stockholders, 6% cumulative pref. Stock (nonvoting) 


Largest stockholders Number of Total value(average price 
shares(1938 % per share in 1941:$8.3 

Rockefeller family and 113,384 20.66 $3,924,753 ** 
Family-endowed foundations 

Equitable life Assurance Soc. 40,000 7.29 1,748,632 ** 
Metropolitan Life Insurance Co. 22,000 4.01 961,748 ** 

City Bank Farmers Trust Co.* 10,420 1.90 455,518 ** 

Coutts & Co.* 10,000 1.82 437,158 ** 

Total 195,804 35.68 $5,779,177 ** 


*Beneficiaries not disclosed 

Number of shares outstanding as of 1937:548,077 
Number of shares outstanding as of 1941:213,233 
** Based on the number of shares as of 1941. 


Table 1 (continued) 
Standard Oil Company of Ohio (Assets as of 1941: $97,890,956) 


Ranked below the 100 largest industrial corporations in 1937. Outstanding 

Debenture 2,65%-3%, 1949-56 (issued 1941) $5,000,000 
John Hancock Life Ins. $5,000,000 

Bank loan 2%, 1942-48 (obtained 1940) 3,500,000 
Chase National Bank $3,500,000 

Bank loan 1.87596, 10-year (obtained) 

(thru Ajax Pipe Line) 986.850 
Chase National Bank $986,850 

Bank Joan (short-term) 1,446,676 
Chase National Bank $1,446,676 
Total $10,933,526 


Total amount of loan from Chase National Bank: $5,933,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (Price per share as of 
shares (1936) % December, 1937: $19.25) 

Ajax Pipe Line Corporation 186,667 24.77 $3,593,340 

The Rockefeller Foundation 132,912 17.63 2,558,556 


Carl F, Pforzheimer & Co.* 9.400 1.25 180,950 


Table 1 (continued) 


Estate of Henry H. Houston 6,604 0.88 
Chase National Bank* 5.420 0.72 
Total 341,003 45.25 


* Beneficiary not disclosed 
Number of shares outstanding as of 1937: 753,740 


127,127 
104,335 
$6,564,308 


Table 2: Debt holdings (as of 1941) of Rockefeller, Morgan-First National, and National City in the 8 steel companies 
that ranked among the 100 largest mining and manufacturing corporations in 1937 


U. S. Steel Corporation (Assets as of 1941: $1,854,585,000) 


Size rank (1937): 2 Outstanding 
Debenture (U. S. Steel Corp.) 0.5-2.65%, 1942-55 (issued 1940) $67,500,000 
Prudential Insurance $6,433,000 
Metropolitan Life 5,000,000 
Philadelphia Saving Fund Soc. 1,734,000 
Pheonix Mutual Life 1,269,000 
Mutual Life 1,095,000 
Penn Mutual Life 891,000 
Aetna Life 533,000 
Equitable Life 520,000 
Continental Insurance 250,000 
$17,726,000 


Qutstanding bonds of subsidiaries 124,826.00 


Table 2 (continued) 


Holders 
Prudential 
Metropolitan 
New York 
Equitable 
Mutual 

Total 


Total 


Morgan-First National 


Tennessee Bessemer & 
С.&1. В.В. LERR. 

11,906,000 — 29,660,000 

1,025,000 2,850,000 


1,072,000 0 
0 0 
345,000 2,740,000 
0 0 


$2,451,000 — $5,590,000 


Duluth M.& Elgin, J. & 
IR R.R. East R.R. 
16.830,000 — 26,660.000 
5,667,000 3,925,000 


2,655,000 0 
0 5,000,000 
4,729,000 3,012,000 
0 761,000 


$13,051,000 312.698.000 


others 


39,770,000 
439,000 
1,941,000 
1,654,000 
634,000 

0 
$4,668,000 


$192.326,000 


Prudential Insurance $20,338,971 
New York Life 6,216,704 
Mutual Life 1,095,000 
Aetna Life 533,000 

$28,183,675 


(14.7%) 


Table 2 (continued) 


Rockefeller 


Metropolitan Life $10,194,784 
Equitable Life 11,989,000 


$22,183,784 (11.5%) 
Note: The banks of the two financial interests also held an undisclosed amount of company’s bond. 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1939) % per share in 1941: $58.88) 

Broes & Gosman Maa. 322,997 3.71 $19,016,473 

R. Raphacl & Sons* 79,479 0.91 4,679,724 

Albert 11. Oswald* 55,300 0.64 3,256,064 

Chase National Bank* 51,643 0.59 3,040,740 

E. A. Pierce & Co.* 50,616 0.58 2,980,270 


Total 560,035 6.43 $32,973,271 


Table 2 (continued) 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 8,703,252 
Number of shares outstanding as of 1941: 8,703,252 


Stockholders, 7% cumulative pref. Stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1939) % per share in 1941: 117.63) 

New York Life Insurance Co. 117,300 3.26 $13,797,999 

Metropolitan Life Insurance Co. 91,900 2.55 10,810,197 

Equitable Life Assurance Soc. 50,700 1.41 5,963,841 

Prudential Insurance Co. 50,100 1.39 5,893,263 

United States Trust Co.* 36,500 1.01 4.293.495 

Total 346,500 9.62 $40,758,795 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 3,602,811 
Number of shares outstanding as of 1941: 3,602,811 


Table 2 (continued) 
Bethlehem Steel Corporation (Assets as of 1941: $763,724,034)) 


Size rank (1937): 6 Outstanding 
Debenture 2-2.6%, 1946-50 (issued 1940) $31,500,000 
Equitable Life $5,000,000 
Consolidated mtg. “G” 3s 1960 (issued 1940) 30,000,000 
Metropolitan Life 4,460,000 
Prudential Ins. 4,310,000 
Equitable Life 2,390,000 
New York Life 1,700,000 
Mutual Life 1,450,000 
$14,310,000 
Consolidated mtg. “F” 31/4 , 1959 (issued 1940) 24,833,000 
Equitable Life $4,283,000 
New York Life 2,946,000 
Aetna Life 1,400,000 
$8,269,000 


Consolidated mtg. "H" 31/4, 1965 (issued 1940) 40,000,000 


"Table 2 (continued) 


Prudential Ins. $3,715,000 
Metropolitan Life 3,540,000 
New York Life 3,300,000 
Equitable Life 3,292,000 
Mutual Life 2,550,000 
Northwestern Mut. Life 2,000,000 
Aetna Life 1,600,000 
$19,997,000 
Convertible debenture 31/2 , 1952 23,871,000 
Purchase money 7,500,000 
Institutional loan 1.25-2.6%, due 1943-50 20,000,000 
Equitable Life $5,000,000 
Chase National Bank 3,600,000 
Central Hanover B. & T. 2,750,000 
First National Bank (NY) 2,000,000 
Bankers Trust 1,500,000 
National City Bank (NY) 1,000,000 
First National Bank (Chi) 1,000,000 
New York Trust 830,000 
Union Trust (Pitts) 800,000 


Irving Trust 600,000 


Table 2 (continued) 


Harris Trust & Sav. Bank 400,000 
$20,000,000 
Total $177,704,000 
Three Rockefeller institutions: $31,565,000 (17.8%) 
Seven Morgan-First National institutions: $26,471,000 (15.3%) 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $70.50) 
Broes & Gosman Maa. 203,070 6.40 $14,316,435 


Mellon interests 70,000 2.20 4.935.000 


Table 2 (continued) 


Eugene G. Grace 67,510 2.13 4,759,455 
Charles D. Marshall 36.200 1.14 2,552,100 
Guaranty Trust* 25.450 0.80 1,794,225 
Total 402,230 12.67 $28,357,215 


*Beneficiaries not disclosed 

Number of shares outstanding as of 1938: 3,175,418 
Number of shares outstanding as of 1941: 2,984,994 
Stockholders, 7% cumulative pref. stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $123.25) 
Metropolitan Life Insurance Co. 20,000 2.15 $2,465,000 
The Equitable Life Assurance Soc. 19,600 2.11 2,415,700 
The New York Trust* 16,522 1.77 2,036,337 
City Bank Farmers Trust Co.* 14,129 1.52 1,741,399 
United States Tobacco Co. 10.200 1.09 1,257,150 
Total 80,451 8.64 $9,915,586 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 930,560 


Number of shares outstanding as of 1941: 933,887 


Table 2 (continued) 
Republic Steel Corporation (Assets as of 1941: $420,186,079) 


Size rank (1937): 18 Outstanding 

Convertible bond 5.596 (issued 1940) $13,493,000 

Mtg. Bond 4.5%, 1961 (issued 1940) 38,853,500 
Equitable Life $4,021,806 
Prudential Insurance 2,934,000 
Metropolitan Life 1,370,000 
Mass. Mutual Life 1,100,000 
Mutual Life 740,000 
New England Mutual Life 550,000 
$10,715,800 

Mig. Bond z 4.5%, 1956 (issued 1936) 22,815,000 
Equitable Life $996,127 
Metropolitan Life 630,127 
Home Insurance Co. (NY) 400,000 
Teachers Insurance & An. 350.000 
$2,376,127 

Gulf State Steel Co. (subsidiary) 4.5%, 1961 (issued 1936) 6,179,000 


Equitable Life $91,350 


Table 2 (continued) 


Bank loan 295, 1942-1948 (obtained 1941)* 14,142,858 
National City Bank of N.Y. $3,000,000 
Chase National Bank 2,571,428 
Manufacturers Trust 1,714,285 
Continental IIl. Nat'l Bank 1,500,000 
First National Bank of Chicago 1,500,000 
Bank of Manhattan Co. 857,145 
Cleveland Trust 857,145 
Marine Trust 685,714 
Harris Trust & Sav. Bank 600,000 
Central National Bank 300,000 
National City Bank (Clev.) 300,000 
Rigg National Bank (Wash.) 257,141 
$14.142,858 

Total $95,483,358 


*Original amount: $16,500,000. 


Debts held by the five financial interests 


Rockefeller $9,681,611 
Morgan-First National $740,000 


National City 3,000,000 


Table 2 (continued) 


Chicago 3,600,000 
Clevcland 1,457,145 
$18,478.756 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $18.50) 

N. B. Amsterdamsch Adm. Van 498,190 8.54 $9,216,515 

Amerikaansche Waarden 

The Cliffs Corp. and subsidiary 484,867 8.34 8,970,040 

Republic Steel Corp. of Delaware** 259,270 4.44 4,796,495 

Central National Bank* 101,310 1.74 1,874,235 

E. A. Pierce & Co. 55,331 0.95 1.023.624 

Total 1,398,968 24.01 $25,880,909 


*Bencficiaries not disclosed 
**100 percent owned subsidiary of the Republic Steel Corporation. 
Number of shares outstanding as of 1938: 5,810,485 


Number of shares outstanding as of 1941: 5,670,628 


Table 2 (continued) 


Stockholders, 6% cumulative convertible prior preference A stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) 95 per shares in 1941: $98.00) 
Cleveland Trust Co.* 8,883 3:15 $870,534 
Brown Bros., Harriman & Co.* 6,731 2.38 659,638 
Central National Bank of Cleveland* 6,173 2.19 604,954 
J. Henry Schroder Banking Corp.* 4,639 1.64 454,622 
Cull & Co., Ltd.* 3,340 1.18 327,320 
Total 29,766 10.54 $2,917,068 


*Beneficiaries not disclosed 

Number of shares outstanding as of 1938: 281,057 

Number of shares outstanding as of 1941; 282,303 

Note: Republic Steel Corp. also had an issue of 676 cumulative convertible preferred stock (voting) with 
57, 286 shares outstanding as of 1941. 


Youngstown Steel & Tube Company (Assets as of 1941: $262,163,000) 


Size rank (1937): 29 Outstanding 
Mtg. Bond 3.25%, 1960 (issued 1940) $45,000,000 
Metropolitan Life $5,000,000 


Equitable Life 3,556,000 


Table 2 (continued) 


Mutual Life 1,000,000 

Aetna Life 1,000,000 

Mass. Mutual Life 1,000,000 

New England Mutual Life 500,000 
Provident Mutual Life 500,000 
Reliance Life 310,000 
Guardian Life 260,000 
National Life (Tenn.) 250,000 
$13,376,000 

Convertible bond 4%, 1948 (issued 1937) 14,995,000 
Travelers Insurance $600,000 
Selected Industries 200,000 
Tri-Continental Corp. 100.000 
$900,000 
Institutional loan 0.25- 1.2596, 1942-1947 (obtained 1940)1 8,500,000 

Bankers Trust $2,975,000 
National City Bank of N.Y. 850,000 
Continental Ill, Nat’) Bk, & T. 850,000 
Chemical Bank & Trust 850,000 

First National Bank of N.Y. 425,000 


Harris Trust & Sav, Bank 425,000 


Table 2 (continued) 


National City Bank of Clev. 573,375 
Cleveland Trust 276,250 
Equitable Life 1,275,000 

$8,500,000 

Institutional loan 0.4-2.1%, due to 1947 (obtained 1940)2 9,000.000 

National City Bank of N.Y. $2,100,000 
Continental IIl, Nat'l Bk. & T. 1,710,000 
Union Trust (Pitts) 900,000 
Bankers Trust 870,000 
J. P. Morgan & Со. 600,000 
First National Bank of N.Y. 420,000 
Central Hanover B. & T. 810,000 
National City Bank of Clev. 510,000 
First-Mechanics Nat'l Bk. of Trenton 270,000 
People-Pittsburg Trust of Pitts. 270,000 
Manufactures Nat'l Bk. of Detroit 270,000 
Harris Trust & Sav. Bk. 180,000 

$9,000,000 


Total $77,495,000 


Table 2 (continued) 


Debts held by the five financial interests 


Rockefeller $10,431,000 
Morgan-First National 7,290,000 
National City 2,950,000 
Chicago 3,165,000 
Cleveland 1,359,625 

$25,195,625 


Note: Original amount of loan: 1 $10,000,000 ; 2 $10,500,000 
Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
share (1937) % per share in 1941: $35.56) 

The Cliff Corporation 100,500 6.00 $3,573,780 

Tod family 61,946 3.72 2,202,800 

Samucl Mather Estate, Inc. 55,993 3.34 1,991,111 

Mather Iron Co. 46,700 2.79 1,660,652 

Elisabeth S. Prentiss 41,484 2.48 1.475.171 

Total 306,623 18.33 $10,903,514 


Number of shares outstanding as of 1937: 1,663,704 
Number of shares outstanding as of 1941: 1,675,008 


Table 2 (continued) 


Stockholders, 5 1/2 cumulative pref. stock (contingent voting) 


Largest stockholders Number of Total value (average price 
shares (1937) % per share in 1941: $35.56) 
Cleveland Trust Co. 5,162 3.44 $441,351 
Elisabeth S. Prentiss 4,089 2.73 349,610 
Western Reserve University 3,000 2.00 256,500 
Livington S. Leeds 2,898 1.93 247,779 
Lakeside Hospital 2,690 1.79 229.995 
Total 17,839 11.89 $1,525,235 
*Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 150,000 
Number of shares outstanding as of 1941: 150,000 
Jones & Laughlin Steel Corporation (Assets as of 1941: $258,944,000) 
Size rank (1937): 30 Outstanding 
Mtg. bond C. 31/4 s, 1961 (issued 1941) $28,000,000 
Metropolitan Life $3,000,000 
Equitable Life 2,500,000 


$5,500,000 


Table 2 (continued) 


Bank loan 2.25%, 1942-1948 (obtained 1941) 
Union Trust* 
Mellon National Bank* 
Farmers Deposit Nat'l Bank* 
National City Bank of N.Y. 
Continental Ш. Nat'] Bk. & Т. 
First Nat'] Bk. & T. (Tulsa) 
National Bank of Tulsa 


Total 


*Mellon group 
Amount of debt held by the four financial interests: 
Rockefeller 
National City 
Chicago 
Mellon 


$5,500,000 
3,000,000 
500,000 
3,000,000 
1,500,000 
250,000 
250,000 
$14,000,000 


$5,500,000 
3,000,000 
1,500,000 
9,000,000 
$19,000,000 


14,000,000 


$42,000,000 


(13.1%) 
(7.1%) 
(3.5%) 

(21.4%) 

(45.1%) 


Table 2 (continued) 


Stockholders, common stock (voting) 


Largest stockholders Number of 
shares (1938) 

Laughlin family 179,135 

Jones family 102,741 

Alexander family 39,525 

A. W. Mellon Educ. and Charit. Trust 20,000 

Phillips Properties, Inc. 18,436 


Total 359,837 


Number of shares outstanding as of 1938:576,320 
Number of shares outstanding as of 1941: 1,311,161 


9b 


31.08 
17.82 
6.85 
3.47 
3.20 
62.42 


Total value (average price 
per share in 1941: $27.20) 


$4,872,472 
2,794,555 
1,075,080 
544,000 
501,459 
$9,787,566 


Stockholders, 7% cumulative preferred stock (Contingent voting) 


Largest stockholders Number of 
shares (1938) 
Laughlin family 126,468 
Jones family 47,671 
Phillips Properties, Inc. 28,436 
A. W. Mellon Educ. and Charit. Trust 20,000 
Total 222,575 


% 


21.55 
8.12 
4.84 
3.41 

37.92 


Total value (average price 
per share in 1941: $63.00) 


$7,967,484 
3,003,273 
1,791,468 
1,260,000 
$14,022,225 


Table 2 (continued) 


Number of shares outstanding as of 1938: 587,139 
Number of shares outstanding as of 1941: 293,261 


National Steel Corporation (Assets as of 1941: $237,349,710) 


Size rank (1937): 32 Outstanding 
Serial notes 2-21/2%, 1945-49 (issued 1939) $10,500,000 
Equitable Life $2,500,000 
Debenture 3s, 1965 (issued 1939) $50,000,000 
Metropolitan Life $10,000,000 
Prudential Insurance 4,000,000 
New York Life 2,500,000 
Mutual Life 1,300,000 
New England Mutual 1,000,000 
Reliance Life (Pitt) 550,000 
Philadelphia Sav. Fund Soc. 500,000 
Connect. Mut. Life 500,000 
Com Exch. Bank 500,000 
Provident Mut. Life 500,000 
Equitable Life 194,000 
21,544,000 


Total $60,500,000 


Table 2 (continued) 


Two Rockefeller insurance companies: $12,694,000 (21.095) 
Three Morgan-First National insurance companies: $7,800,000 (12.956) 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) 96 per share in 1941: $55.55) 

Hanna family (through M. A. Hanna Co.) 591,937 27.30 $32,704,519 

Falk family 117,945 5.43 6,516,461 

Baldridge family 79,504 3.67 4,392,596 

E. T. Weir 57,895 2.67 3,198,698 

J. & W. Seligman & Co. 25,116 1.16 1,387,659 

Total 872,397 40.23 $48,199,933 


Number of shares outstanding as of 1937: 2,167,877 
Number of shares outstanding as of 1941: 2,194,667 


Inland Steel Company (Assets as of 1941: $177,527,539) 


Size rank (1937): 50 Outstanding 
Mtg. bond "E" 3s, 1952 (issued 1937) $6,500,000 


Equitable Life $3,267,000 


Table 2 (continued) 


Metropolitan Life 2,354,000 
Aetna 325,000 
5,946,000 

Mig. bond “Е” 3s, 1952-61 (issued 1940) $35,980,000 
New York Life $2,628,000 
Metropolitan Life 1,945,000 
Mass. Mutual Life 1,824,000 
Equitable Life 1,621,000 
Mutual Life 1,369,000 
Philadelphia Sav. Fund Soc. 1,012,000 
$10,399,000 

Bank loan 7-year (obtained 1940) $5,600,000 
First National Bank of Chi. $3,200,000 
National City Bank of N. Y. 2.400.000 
$5,600,000 


$48,080,000 


Two Rockefeller insurance companies: $9,187,000 


Three Morgan-First National insurance companies: $4,322,000 


Table 2 (continued) 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share іп 1941: $76.75) 

Block family 116,591 740 $8,948,359 

Cliffs Corporation 100,000 6.35 7,675,000 

Jones family 55,026 3.49 4,223,246 

Ryerson family 31,395 1.99 2,409,566 

Equitable Powder Mtg. Co. 15,333 0.97 1,176,808 

Total 318,345 20.20 $24,433,015 


Number of shares outstanding as of 1937: 1,576,070 
Number of shares outstanding as of 1941: 1,633,105 


American Rolling Mill (Assets as of 1941: $189,155,589) 


Size rank (1937): 52 Outstanding 

Debenture 3s, A. 1950 (issued 1940) $7,500,000 
Metropolitan Life $3,750,000 
Equitable Life 3,750,000 
$7,500,000 

Debenture C to K, 1942-50 (issued 1941) 4,500,000 


Metropolitan Life $2,250,000 


Table 2 (continued) 


Equitable Life 2,250,000 
$4,500,000 

Debenture 3.375%, L. 1955 (issued 1941) 9,000,000 
Metropolitan Life $4,500,000 
Equitable Life 4,500,000 
$9,000,000 

Note 4%, (issued 1941) 3,800,000 
RFC $3,800,000 

Total $24.800,000 


Amount of debt held by the two Rockefeller insurance companies: $21,000,000 (84.696) 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1937) % per share in 1941: $12.44) 

Charles S. Payson 90,000 3.14 $1,119,600 

E. A. Pierce & Co.* 40,337 1.41 501,792 


W. E. Hutton & Co.* 36,633 1.28 455,714 


Table 2 (continued) 


Battelle Memorial Institute 33,440 1:17 415,993 
Harris, Upham & Co.* 23.912 0.83 297.465 
Total 224.322 7.83 $2,790,564 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 2,868,546 
Number of shares outstanding as of 1941: 2,868,674 


Stockholders, 4.5% cumulative convertible pref. stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1937) % per share in 1941: $61.86) 

W. E. Hutton & Co.* 6,190 1.38 $382,913 

Home Insurance Co. 5,000 1.11 309,300 

Battelle Memorial Institute 4,500 1.00 278,370 

Delaware & Hudson Co. 3,000 0.67 185,580 

Edward B. Smith & Co.* 2.163 0.61 170,919 

Total 21,453 4.77 $1,327,082 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 450,000 
Number of shares outstanding as of 1941: 449,930 


Table 3: Debt holdings (as of 1941) of Rockefeller, Morgan-First National, and National City in the 7 coal, non-ferro, 
machinery, and equipment companies that ranked among the 100 largest mining and manufacturing corporations in 
1937 


Pittsburgh Coal Company (Assets as of 1941: $127,833,130) 


Size rank (1937): 56 Outstanding 
Bond (The Monongahela River Consolidated Coal & Coke Co.) 
6%, 1949 (issued 1899) $3,059,000 
Equitable Life $285,335 
Bank loan 3%-3.5%, 1942-47 (obtained 1940)* 7,700,000 
Chase National Bank $2,566,000 
New York Trust 1,712,000 
Union Trust (Pitt)** 1,712,000 
Mellon National Bank** 1,283,000 
Farmers Dep. National Bank** 427,000 
$7,700,000 
Other debt (through subsidiary) 1,835,000 
Total $12,594,000 


*Original amount: $9,000,000 
** Affiliated with Mellon interests 


Table 3 (continued) 


Stockholders, common stock (voting) 


Largest stockholders Number of "Total value (average price 
shares (1938) % per share in 1941: $5.19) 

Mellon family 200,345 50.90 $1,039,791 

W. G. Warden 23,500 5.88 121,965 

S. P. Curtis 18,700 4.68 97,053 

J. Childs Rea 15,000 3.75 77,850 


S. B. Chapin & Co.* 9,175 2.29 47,618 
Total 266,720 66.69 $1,384,277 
*Beneficiaries not disclosed 

Number of shares outstanding as of 1938: 400,000 

Number of shares outstanding as of 1941: 397,332 


Stockholders, 6% cumulative participating pref. Stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share іп 1941: $36.75) 

Mellon family 118,731 33.97 $4,363,364 

Warden family 16,644 4.76 611,667 

S. В. Chapin & Co.* 14,726 4.21 541,181 


People-Pittsburgh Trust Co.* 8,861 2.54 325,642 


Table 3 (continued) 


Lyon family 4,335 1.26 159,311 
Total 163,297 46.74 $6,001,165 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 350,000 
Number of shares outstanding as of 1941: 349,470 


Anaconda Copper Mining Company (Assets as of 1941: $625,922,000) 


Size rank (1937): 11 Outstanding 

Bank loan 1.75% , 1943-45 (obtained 1940)* $20,000,000 
National City Bank of N.Y. 40% $8,000,000 
Guaranty Trust 40 8,000,000 
Chase National Bank 20 4.000.000 
$20.000.000 

Total $20.000.000 


*Original amount: $35,000,000 


Table 3 (continued) 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $26.06) 

Broes & Gosman Maa. 683,077 7.87 $17,800,986 

National City Bank of N. Y.* 129,245 1.49 3,368,124 

Michael F. Connor, Jr. 67,367 0.78 1,955,584 

Dominick & Dominick * 61,172 0.71 1,594,142 

Brown Bros., Harriman & Co.* 58,958 0.68 1,536,445 

Total 999,819 11.53 $26,055,281 


*Beneficiaries not disclosed 
Number of stock outstanding as of 1938: 8,674,270 
Number of stock outstanding as of 1941: 8,674,338 


Aluminium Company of America (Assets as of 1940: $292,869,950) 


Size Rank (1937): 26 Outstanding 
Debenture 3%, 1952 (issued 1937) $24,000,000 
Metropolitan Life $14,000,000 
Prudential Insurance 10,000,000 


$24,000,000 


Table 3 (continued) 


Bank loan (short-term) 3,100,000 
Union Trust $3,100,000 
Mellon National Bank 
Total (December, 1940) $27,100,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1939) Yo per share in 1941: $123.50) 
Mellon family and Foundation 518,334 35.21 $64,014,249 
Davis family 181,988 12.36 22,475,518 
Duke family and Foundation 114,453 7.64 13,887,945 
Roy A Hunt 55,306 3.78 6,830,291 
Seo. H. Clapp 37,700 2.56 4,655.950 
Total 905,781 61.55 $111,863,953 


Number of shares outstanding as of 1939: 1,472,625 
Number of shares outstanding as of 194]: 1,192,331 


Table 3 (continued) 


Stockholders, 6% cumulative pref. stock (contingent voting) 


Largest stockholders Number of Total value (average price 
shares (1939) 96 per share in 1941: $111.38) 
Mellon family and Foundation 313,047 24.98 $34,867,174 
Duke family and Foundation 112,476 8.98 12,527,576 
Arthur V. Davis 67,735 541 7,544,324 
Clapp family 33,865 2.71 3,771,884 
Hunt family 33,261 2.66 3,704,610 
Total 560,384 44.74 $62,415,568 


Number of shares outstanding as of 1939: 1,252,581 
Number of shares outstanding as of 1941: 1,192,331 


American Radiator & Standard Sanitary Corporation (Assets as of 1941: $119,633,487) 


Size rank (1937): 51 Outstanding 
Bank loan 1.5-2.625%, 1942-48 (obtained 1939)* $6,000,000 
First National Bank of N. Y. $4,129,500 
J. P. Morgan & Co. 417,000 
First National Bank of Chicago 1,333,500 
First National Bank of Lawrence 120,000 


$6,000,000 


Table 3 (continued) 


Total $6,000,000 
“Original amount: $8,000,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1937) % per share in 1941: $5.50) 
John B. Pierce Foundation 276,895 2.73 $1,522,922 
E. L. Dawes 116,844 1.15 642,642 
Sun Life Assurance Co. of Canada 88,000 0.87 484,000 
Louis C. Mckinney 75,364 0.74 414,502 
Mary R. D. Torrance 68,728 0.68 378,004 
First National Bank of New York* 56,500 0.56 310,750 
Total 682,331 6.37 $3,752,820 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 10,158,738 
Number of shares outstanding as of 1941: 10,043,291 


Table 3 (continued) 


Stockholders, 7% cumulative pref. stock (nonvoting) 


Largest stockholders Number of Total value (average price 
shares (1937) % рет $һаге їп 1941: $160.25) 
Pension fund of the Standard Sanitary 4,000 8.36 $641,000 
Manufacturing Co. 
Metropolitan Museum of Art 1,780 3.72 285,245 
Trustees of John C. Reed 1,380 2.88 221,145 
Trustees of J. H. Woodward 1,250 2.61 200,313 
Chemical Bank & Trust Co.* 1,085 2.27 173.871 
Total 9,495 19.84 $1,521,574 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 47,864 
Number of shares outstanding as of 1941: 43,864 


Allis-Chalmers Manufacturing Company (Assets as of 1941: $130,626,536) 
Size rank (1937): 68 Outstanding 
Debenture 4%, 1952 (issued 1937) $15,000,000 


offered to stockholders for subscription 


Tante 3 ovatimmed: 


Bark “sor. 2795. 1942-09 (cOezined 1941)* 9,250,000 
Ara Neoni Back of Chicago $2,775,000 
"amma Сич Bar of New York 2,775,000 
Зент Tost 1,850,000 
img Toor. 925,000 
Smr Wisconsin. Nect Bank 462,500 
Jars Tas k Sess Bank 462,500 
$9,250,000 

T3tai $24.250,000 


"rana wen, $16 0/00 


eterna, ғ гитти stock (voting) 


{жул aer ler Number of ‘Total value (average price 
shines (1940) № per share іп 1941: $30.75) 

Vh fotroby ШИШ 2.32 $1,266,500 

Conil Marre И htt 32,845 1.85 1,009,983 

the A W Mellon Filii And Chn, T, 24,042 1.33 726.992 

City Wank Varnes Ae Trst 18,973 1.07 583,419 

Мт иа investors "Frust 18,000 1.01 553,500 


Table 3 (continued) 


"Total 134,647 7.58 $4,140,394 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1939: 1,776,052 
Number of shares outstanding as of 1941: 1,776,092 


Radio Corporation of America (Assets as of 1941: $134,479,284) 


Size rank (1937): 77 Outstanding 
Bank loan 11/296, 1945-46 (obtained 1940-1) $15,000,000 
Bankers Trust $2,700,000 
Chase National Bank 2,700,000 
National City Bank of New York 1,800,000 
Guaranty Trust 1,800,000 
4 others 6,000,000 
$15,000,000 


Total $15,000,000 


Table 3 (continued) 


Stockholders, common stock (voting) 


Largest stockholders Number of "Total value (average price 
shares (1939) 9b per share in 1941: $3.69) 
E. A. Price 147,975 1.07 $546,028 
J. S. Bache & Co.* 128,524 0.93 474,254 
Homblower & Weeks* 111,876 0.81 412,822 
Thomson & Mckinnon 110,536 0.80 407,877 
E. F. Hutton & Co.* 108,341 0.78 399.778 
Total 607,252 4.39 $2,240,759 


“Beneficiaries not disclosed 
Number of shares outstanding as of 1939: 13,841,313 
Number of shares outstanding as of 1941: 13,881,016 


Stockholders, $3.50 cumulative convertible first preferred stock (voting) 


Number of shares 
(1939) 


Incorporated Investors* 13,000 
Dominick & Dominick* 10,638 


Largest stockholders 


% 


Total value (average price 

per share in 1941: $55.00) 
$715.000 
585,090 


S. B. Chapin & Co.* 10,027 1.11 551,485 


Table 3 (continued) 


Chase National Bank* 9,548 1.06 525,140 
Cyrus J. Lawrence* 8.173 0.91 449,515 
Total 51,386 5.74 $2,826,230 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1939: 900,766 
Number of shares outstanding as of 1941: 900,824 


International Business Machines Corporation (Assets as of 1941: $97,494,095) 


Size rank (1937): 90 Outstanding 
Debenture 21/4 s, 1951 (issued 1941) $17,000,000 
Prudential Insurance $17,000,000 


Total $17,000,000 


Table 3 (continmued) 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1937) % per share in 1941: $153.75) 
E. Hewitt 21,300 2.75 $3,274,875 
Smithers family 20,226 2.61 3,109,748 
A, W. Ford family 20,151 2.60 3,098,216 
Watson family 17,571 2.26 2,701,541 
Sun Life Ass. Co. of Canada 17,000 2.19 2.613,750 
Total 96,248 12.41 $14,798,130 


Number of shares outstanding as of 1937: 775,880 
Number of shares outstanding as of 1941: 990,116 


Remington Rand, Incorporated (Assets as of 1941: $47,434,858) 


Ranked below the 100 largest industrial corporations in 1937. Outstanding 
Debenture 3.5%, 1956 (issued 1941) $15,000,000 
Metropolitan Life $3,000,000 
Equitable Life 3,000,000 
Prudential Insurance 500,000 


New York Life 500.000 


Table 3 (continued) 


$7,000,000 

Bank loan 1.75%, 5-year (obtained 1941) 3,000,000 
Chase National Bank $1,000,000 
National City Bank of N. Y. 1,000,000 
J. P. Morgan & Co. 500,000 
Marine Trust (Buffalo) 250,000 
Marine Midland Trust 250.000 
$3,000.000 

Total $18,000,000 


Remarks: Names of the largest stockholders not disclosed 


Table 4: Debt holdings (as of 1941) of Rockefeller, Morgan-First National, and National City in the 9 chemical, tire, 
canneries, and glass containers companies that ranked among the 100 largest mining and manufacturing 
corporations in 1937 


Union Carbide & Carbon Company (Assets as of 1941: $397,762,024) 


Size rank (1937): 22 Outstanding 

Debenture 2.596, 1953 (issued 1938)* $28,200,000 
Prudential Insurance 62.5% $17,625,000 
Metropolitan Life 30.4 8,580,000 
Sun Life (Canada) 7.1 1,995,000 
28,200,000 

Total $28.200,000 


*Original amount: $40,000,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $70.00) 

Central Hanover B. & T. Co.* 151,973 1.68 $10,638,110 

Anderson family 150,000 1.66 10,500,000 

Bankers Trust Co.* 134,638 1.49 9,424,600 


United States Trust Co.* 127,822 1.42 8.947,540 


Table 4 (continued) 


Sun Life Ass. Co. of Canada 98,000 1.09 6,860,000 
Total 662,433 7.34 $46,370,250 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 9,023,138 
Number of shares outstanding as of 1941: 9,277,788 


American Cyanamid Company (Assets as of 1941: $111,231,503) 


Size rank (1937): 93 Outstanding 
Debenture3.5%, 1953 (issued 1938)* $5,272,000 
Prudential Insurance $4,142,000 
Mutual Benefit Life 421,000 
Connecticut Mutual Life 247,360 
Massachusetts Mutual Life 194,640 
State Mutual Life 192,300 
New England Mutual Life 74.700 
$5,272,000 
Debenture 3.5%, (issued 1937) 5,706,000 
Metropolitan Life $5,706,000 
Debenture 2.7546, (issued 1941) 10,000,000 


Metropolitan Life $5,000,000 


Table 4 (continued) 


Prudential Insurance 5,000,000 
$10,000,000 
Total $20,978,000 
Metropolitan Life: $10,706,000 
Prudential Ins: 9.142,000 
$19,848,000 


Stockholders, common stock, Class A (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $38.00) 

W. B. Bell 18,918 28.69 $718,884 

H. L. Darby 6,000 9.10 228,000 

K. F. Cooper 5,269 7.99 200,222 

E. Y. O'Daniel 4,222 6.40 160,436 

Walter S. Landis 3,821 5.79 145,198 

R. C. Jeffcoti 3,500 5.31 133,000 

William S. Stowell 3,422 5.19 130,036 

Total 45,152 68.47 $1,715,776 


Number of shares outstanding as of 1937: 65,943 
Number of shares outstanding as of 1941: 65,943 


Table 4 (continued) 
Stockholders, common stock, Class B (non-voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $36.70) 

Bank of New York & Trust Co.* 27,741 1.13 $1,018,095 

Walker P. Inman 26,910 1.10 987,597 

State Street Investment Co. 26,200 1.07 961,540 

Central Hanover B. & T.* 24,684 1.01 905,902 

Alphons O. Jaeger 24,500 1.00 899,150 

Total 130,035 5.31 $4,772.284 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 2,438,951 


Number of shares outstanding as of 1941: 2,552,421 


Goodyear Tire & Rubber Company (Assets as of 1941: $225,083,056) 


Size rank (1937): 36 Outstanding 
Bond Ist col. "A" 3.5%, 1958 (issued 1938)* $38,500,000 
Prudential Insurance 37.596 $14,437,500 
Metropolitan Life 37.5 14,437,500 
New York Life 12.5 4,812,500 
Mutual Life 12.5 4,812,500 


$38,500,000 


Table 4 (continued) 


Bank loan 1.596, 1942-44 (obtained 1938)** 3,000,000 
(Central Hanover B. & T., Cleveland Trust, and others) 
Total $41.500.000 


*Original amount: $40,000,000, **$10,000,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share іп 1941: $15.38) 

Guaranty Trust Co.* 61,699 3.01 $948,931 

Hornblower & Wecks* 52,016 2.53 800,006 

Sears, Rocbuck & Co. 47,500 2.31 730,550 

E. A. Pierce & Co.* 41,923 2.04 644,775 

J. S. Bache & Co.* 26,495 1.29 407,493 

Total 229,633 1118 $3,531,755 


“Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 2,054,403 


Number of shares outstanding as of 1941: 2,059,168 


Table 4 (continued) 


Stockholders, $5 cumulative convertible pref. stock (contingent voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $74.50) 

Central Hanover B. & T. Co.* 7,556 1.16 $562,922 

Cleveland Trust Co.* 6,574 1.01 489,763 

Trustee Paul W. Litchfield 5,020 0.77 373,990 

Brown Bros., Harriman & Co. 3,045 0.47 226,853 

Kelb family 3.000 0.47 223.500 

Total 25,195 3.88 $1,877,028 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 650,468 
Number of shares outstanding as of 1941: 630,454 


United States Rubber Company (Assets as of 1941: $224,704,000) 


Size rank (1937): 43 Outstanding 
Debenture 35/8, 1858 (issued 1938) $38,947,000 
Metropolitan Life 45.46% $17,703,710 
Equitable Life 31.82 12,393,000 
Prudential Insurance 22.72 8,851,000 


$38,947,000 


Table 4 (continued) 


Total 
*Original amount: $45,000,000 


Stockholders, common stock (voting) 


Largest stockholders Number of 
shares (1938) 
Du Pont family 246,729 
Chase National Bank* 59,781 
Wilmington Trust Co.** 48,791 
Guaranty Trust Co.* 25,000 
Lehman Bros. 16.860 
Total 397.161 


*Beneficiaries not disclosed 
**controlled by Du Pont family 
Number of shares outstanding as of 1938: 1,567,261 


Number of shares outstanding as of 1941: 1,739.092 


% 


15.74 
3.81 
3.12 
1.59 
1.08 
25.34 


$38,947,000 


Total value (average price 
per share in 1941: $21.00) 


$5,181,309 
1,225,401 
1,024,611 
525,000 
354,060 
$8,340,381 


Table 4 (continued) 


Stockholders, 8% noncumulative first pref. stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) 96 per share in 1941: $80.75) 

Du Pont family 42,129 6.47 $3,401,917 

Laidlaw & Co.* 19,863 3.05 1,603,937 

Shearson Hammill & Co.* 17,821 2.74 1,439,046 

St. Lawrence Sugar Refineries Ltd. 17,525 2.69 1,415,144 

Wilmington Trust Co.* 16,951 2.60 1,368,793 

Total 114,289 17:55 $7,728,837 


*Beneficiaries not disclosed 

Number of shares outstanding as of 1938: 651,091 

Number of shares outstanding as of 1941: 651,091 

Firestone Tire and Rubber Company (Assets as of 1941: $225,787,766) 


Size rank (1937): 46 Outstanding 
Debenture 3s, 1961 (issued 1941) $50,000,000 
Metropolitan Life $5,000,000 
New York Life 5,000,000 
Prudential Insurance 3,000,000 
Mutual Life 2,500,000 


Aetna Life 2,000,000 


Table 4 (continued) 


Penn Mutual Life 1,000,000 
Mutual Benefit Life 500,000 
Provident Mutual Life 500,000 
$19,500,000 
Bank loan (short-term) 10,653,985 
Total $60,653,985 
Four Morgan-First National insurance companies: $12,500,000 
One Rockefeller insurance company: 5,000,000 
$17,500,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $15.63) 

Firestone family 687,035 35.51 $10,738,357 

The Cleveland Trust Co.* 123,750 6.40 1,934,213 

Thomas family 27,159 1.40 424,495 

E. A. Pierce & Co.* 22,146 1.14 346,142 

R, Green 10,000 0.52 156,300 


Total 870,090 44.97 $13,599,507 


Table 4 (continued) 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 1,934,548 
Number of shares outstanding as of 1941: 1,937,026 


Stockholders, 6% cumulative pref. stock A (contingent voting) 


Largest stockholders Number of Total value (average price 
shares (1938) 96 per share in 1941: $97.50) 

The Cleveland Trust Co.* 22,341 4.79 $2,178,248 

Girard Trust Co.* 3,218 0.69 313,755 

Jas. A. Kommer 2,196 0.47 214,110 

Bankers Trust Co.* 2,000 0.43 195,000 

Guaranty Trust Co.* 1,914 0.41 186,615 

Total 31,669 6.79 $3,087,728 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 466,134 
Number of shares outstanding as of 1941: 465,934 


B. F. Goodrich Company (Assets as of 1941: $149,307,000) 
Size rank (1937): 58 Outstanding 
Bond 4.5%, 1956 (issued 1936) $23,490,000 


Table 4 (continued) 


Savings Bank of Baltimore $750,000 
Equitable Life 370,000 

Aetna Life 140,000 
$1,260,000 

Debenture 3%, 1956 (issued 1941) 5,000,000 
Metropolitan Life 5,000,000 
Bank loan 2.25%, 1942-48 (obtained 1941) 10,000,000 

Chase National Bank $2,400,000 
Manufacturers Trust 2,100,000 
Continental Ш. Nat'l Bank & Trust 1,100,000 

First National Bank of Chicago 850,000 

Irving Trust 800,000 

Corn Exchange Bank & Trust 550,000 
Marine Midland Trust 550,000 
Philadelphia National Bank 550,000 
National Bank of Detroit 500,000 
Commercial Nat'] Bank of Trust 274,000 
Pennsylvania Co. for L. & G. 275,000 
Central Trust (Cincinnati) 50.000 
$10,000,000 


Total $38,490,000 


Table 4 (continued) 


Debt held by the three Rockefeller financial institutions: $7,770,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) p per share in 1941: $16.75) 

E. A. Pierce & Co.* 25,864 1.98 $433,222 

David Goodrich 22,500 1.73 376,875 

1. S. Bache & Co.* 17,324 1.32 290,177 

Elkins, Morris & Co.* 16,384 1.25 274432 

Raymond family 14,625 1.12 244.969 

Total 96,697 740 $1,619,675 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 1,303,255 
Number of shares outstanding as of 1941: 1,303,255 


Stockholders, $5 cumulative pref. stock (contingent voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $64.38) 
Elfins, Morris & Co.* 17,509 4.24 $1,127,229 


Raymond family 9,200 2.23 592,296 


{ adds A feomtinned) 


Коро borra Панта (1, " 5.254 1.29 344,690 
Мум Init (77, * 4,719 1.14 303,809 
being Corse Menisen "M 4,200 LOI 270,396 
Tura 40,082 9.91 $2,638,420 


“Бл! rime tek {йм dre 
catur ruf chores елар as of 1938: 412.031 
aside 49 chores todbunding ns 0f 1941: 412.031 


A ré wh Cen I mmpuny (Assels na nf 1941: $226,840,986) 


ДАНЕ Outstanding 
ЖОЮУ ЭЖ Vr Adain I $10,000,000 
Viris нето Bunk of H. Y "M $10.000,000 
$10,000,000 


нийл, кишини aback (vetting) 


sient apa dyes КҮТҮҮ Total value (average price 
slimes (1938) % per share in 1941: $75.25) 

Мине bay 182,200 7.36 $13.710,550 

Напр ет Тиим (0,024 245 4,561,204 


Table 4 (continued) 


First National Bank of N. Y.* 47,350 1.91 3,563,088 
Central Hanover B. & T.* 34,858 1.41 2,623,065 
Massachusetts Investors Trust 24.000 0.97 1,806,000 
Total 349,022 14.01 $26,263,907 


*Beneficiaries not disclosed 

Number of shares outstanding as of 1938: 2,473,998 
Number of shares outstanding as of 1941: 2,473,998 
Stockholders, 7% cumulative pref. Stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $171.25) 
New York Life 23,400 5.68 $4,007,250 
Prudential Insurance 20,000 4.58 3,425,000 
Bankers Trust Co.* 8,531 2.07 1,460,934 
United States Trust Co.* 7,186 1.88 1,333,353 
Metropolitan Life 7,300 1.77 1,250,125 
Mutual Life 3,000 0.73 513,750 
Total 70,017 16.98 $11,990,412 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 412,333 


Number of shares outstanding as of 1941: 412,333 


Table 4 (continued) 


Continental Can Company (Assets as ot 1941:$ 141,780,886) 


Size rank (1937): 59 Outstanding 
Debenture 396, 1965 (issued 1940) $21,000,000 
Metropolitan Life $11,000,000 
New York Life 7,000,000 
Mutual Life 3,000.000 
$21,000,000 
Bank loan 6,000.000 
Total $27,000,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1937) % per share in 1941: $30.94) 

City Bank Farmers Trust Co.* 48,853 1.71 $1,511,511 

United States Trust Co.* 30,561 1.07 945,573 

Chase National Bank* 19,823 0.70 613,323 

Central Hanover B. & T. Co.* 19,494 0.68 603,144 

Bank of New York & Trust Co.* 15,249 0.53 471,804 

Frank C. Fox 14,427 0.51 446.371 


Total 148,407 320 $4,591,726 


Table 4 (continued) 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 2,853,971 
Number of shares outstanding as of 1941: 2,853,971 


Stockholders, $4.50 cumulative pref. stock (contingent voting) 


Largest stockholders Number of 
shares (1937) 96 
Prudential Insurance Co. 11,165 5.58 
Equitable Life Assurance Soc. 10,485 5.24 
New York Life Insurance Co. 9,355 4.68 entire issue redeemed in 
1941. 
Metropolitan Life Insurance Co. 7,985 3.99 
United States Trust Co.* 5,163 2.58 
Total 44,153 22.07 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1937: 200,000 
Note: The company also had an outstanding issue of 200,000 shares of $4.50 cumulative preferred stock 


(contingent voting) in 1937, but the entire issue was redeemed in 1941. 


Table 4 (continued!) 


Owens-Illinois Glass Company (Assets as of 1941: $98,032,486) 


Size rank (1937): 79 Outstanding 

Debenture2.75%, 1952 (issued 1937)* $8,000,000 
Prudential Insurance $8,000,000 

Other long-term debt 105,500 
Total $8,105,500 


*Original amount: $15,000,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $45.70) 

Levis family and associates 447,510 16.82 $20,451,207 

Allied Chemical & Dye Corp. 165,912 6.24 7,582,170 

Root Glass Co. 96,012 3.61 4,388,776 

Toledo Trust Co. 82,888 344 3,787,982 

Mrs. Hilda Olsen B. Weber 68,700 2.58 3.139,590 

Total 861,022 32.36 $39,349,725 


Number of shares outstanding as of 1938: 2,661,204 
Number of shares outstanding as of 1941: 2,661,204 


Table 5: Debt holdings (as of 1941) of Rockefeller, Morgan-First National, and National City in the 9 paper, food, 
tobacco, and distilling companies that ranked among the 100 largest mining and manufacturing corporations in 1937 


International Paper Company (Assets as of 1941: $248,514,000) 


Size rank (1937): 25 Outstanding 
Bond 5s A & B, 1947 (issued 1917) $13,962,000 
Bond 6s A, 1955 (issued 1925) 12,385,000 
Debenture 3,625% , 1956 (issued 1941) 26,100,000 
Equitable Life $12,311,000 
Metropolitan Life 8,864,000 
John Hancock Life 3,447,000 
Mass. Mutual Life 1,478,000 
$26,100,000 
Bank loan 1.75%, 1942-45 (obtained 1941) $2,625,000 
Chase National Bank $1,325,000 
First National Bank (Boston) 662,500 
Bankers Trust 662.500 
$2,625,000 
Other debt $4,856,000 
Total $59,928,000 


Note: Amount of debt held by the three Rockefeller financial institutions: $22,500,000 


Table 5 (continued) 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $15.44) 

Phipps interests 205,618 11.25 $3,174,741 

Chase National Bank 170,614 9.33 2,634,280 

United Light & Power interests 113,870 6.22 1,758,152 

George W. English 20,322 1.11 313,771 

Vema M. Greer 19.500 1.06 301,080 

Total 529,924 28.97 $8,182,024 


Number of shares outstanding as of 1937: 1,827,205 
Number of shares outstanding as of 1941: 1,823,855 


Stockholders, cumulative convertible pref. Stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $62.56) 

Phipps interests 67,037 721 $4,193,835 

D. T. Moore & Co.* 41,232 443 2,579,474 

Chase National Bank 16,395 1.76 1,025,671 

Chase D. Bamey & Co.* 10,857 1.16 679.219 


Total 135,521 14.56 $8,478,194 
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*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 929,762 
Number of shares outstanding as of 1941: 925,966 


Crown Zellerbach Corporation (Assets as of 1941: $106,696,233) 


Size rank (1937): 72 Outstanding 

Bank loan 2%-2.25%, 1942-47 (obtained 1941) $10,000,000 
Bankers Trust $5,000,000 
First National Bank of Chicago 3,500,000 
Security-First National Bank of L. A. 1.500.000 
$10,000,000 

Total $10,000,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) 96 per share in 1941: $12.70) 

Zellerbach family 193,073 8.54 $2,452,027 

Josephine Johnson Milton 57,092 2.52 725,068 

Baruh family 46,089 2.04 585,330 


E. A. Pierce & Co.* 42,269 1.87 536,816 
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Sally Mckee Spens Black 41,634 1.84 528,518 
Total 380,157 16.81 $4,827,759 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1938: 2,261,199 
Number of shares outstanding as of 1941: 2,261,199 


Stockholders, $5 cumulative convertible pref. Stack (contingent voting) 


Largest stockholders Number of Total value (average price 
shares (1938) 95 per share in 1941: $87.00) 

Zellerbach family 49,511 9.35 $4,307,457 

Josephine Johnson Milton 10,946 2.07 952,302 

Mary Alice Higgins 10,244 1.93 891,228 

Baruh family 8,474 1.60 737,238 

Sally Mckee Spens Black 8.221 1.55 715,227 

Total 87,396 16.50 $7,603,452 


Number of shares outstanding as of 1938: 529,655 
Number of shares outstanding as of 1941: 529.655 


Table 5 (continued) 


National Dairy Products Corporation (Assets as of 1940: $197,786,880) 


Size rank (1937): 34 
Debenture3,25%, 1960 (issued 1940) 


Metropolitan Life 

New York Life 

Sun Life (Canada) 
Travelers Insurance 
Massachusetts Mutual Life 
Aetna Life 

Connecticut Mutual Life 
New England Mutual 
Provident Mutual 


Debenture 33/4 s, 1951 (issued 1940) 
Metropolitan Life 
Provident Mutual 
Phoenix Mutual Life 


$5,722,000 
2,000,000 
1,804,000 
1,000,000 
1,000,000 
500,000 
500,000 
500,000 
500,000 
13,776,000 


$3,232,000 
457,000 
380,000 
$4,069,000 


Outstanding 
$55,000,000 


$15,000,000 


Table 5 (continued) 


Total (December, 1940) $70,000,000 
Two Rockefeller-affiliated insurance companies $9,954,000 (14.2%) 
Two Morgan-First National-affiliated insurance companies and 4,554,000 ( 6.5%) 
Sun Life (Canada) 


$ 14,508,000 (20.7%) 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1939) % per share in 1941: $14.50) 

Breyer family 102,823 1.64 $1,490,934 

Rieck family 94,094 1.50 1,364,363 

Labouchere & Co.* 90,900 1.45 1,318,050 

Chase National Bank* 66,490 1.06 964,105 

Brown Bros., Harriman & Co.* 63,708 1.02 923,776 

MclInnemey family 41,828 0.67 606.506 

Total 459,843 7.34 $6,667,724 


*Beneficiaries not disclosed 
Number of shares outstanding in 1939: 6,263,880 


Number of shares outstanding in 1939: 6,255,247 


Table 5 (continued) 


Stockholders, class A 7% cumulative pref. stock (contingent voting) 


Largest stockholders Number of 
shares (1939) % 
Woolman family 6,050 10.55 
Hauptfuhrer family 4,367 7.61 entire issue redeemed in 1940 
Supplee family 3,700 6.45 
George A. Moore 2,250 3.92 
Total 16,367 28.53 


Number of shares outstanding as of 1939: 57,339 


Stockholders, class B 7% cumulative pref. stock (contingent voting) 


Largest stockholders Number of 
shares (1939) % 
Breyer family 12,460 30.13 
Chase National Bank* 4,520 10.93 entire issue redeemed in 1940 
Travelers Insurance Co. 2,000 4.83 
Total 18,980 45.89 


Table 5 (continued) 
рш щмысы со шг > ———————— 
*Beneficiaries not disclosed 


Number of shares outstanding as of 1939: 41,370 

Number of shares outstanding as of 1941: 0 

Note: The company also had two outstanding issues of cumulative preferred stock (57,339 shares and 
41,370 shares) in 1939, but both issued were redeemed in 1940. 


Borden Company (Assets as of 1941: $145,000,000) 


Size rank (1937): 65 Outstanding 

Institutional loan 2%, 1942-51 (obtained 1941) $12,000,000 
Chase National Bank $4,000,000 
Bankers Trust 4,000,000 
Equitable Life 4.000.000 
$12.000.000 

Total $12,000,000 


Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $20.00) 


Milbank Memorial Fund 117,559 2.67 $2,351,180 
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Sun Life Assurance Co. of Canada 110,786 2.52 2,215,720 
Borden family 68,920 1.57 1,378,400 
Le Feber family 44,660 1.02 893,200 
W. J. Weller 40,000 0.91 800,000 
Total 381,925 8.69 $7,638,500 


Number of shares outstanding as of 1938: 4,396,704 
Number of shares outstanding as of 1941: 4,396,704 


General Foods Corporation (Assets as of 1941: $118,765,362) 


Size rank (1937): 89 Outstanding 

Bank loan 1.25%, 1942-47 (obtained 1941-42)* $6,750,000 
Chase National Bank $2,250,000 
Bankers Trust 2,250,000 
Central Hanover B. & T. 2,250,000 
$6,750,000 

Total (March, 1942) $6,750,000 


*Amount of loan outstanding on March 31, 1942 which the company obtained from the three banks 
under a $10,000,000 revolving credit agreement. 
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Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1939) % per share in 1941: $38.00) 

Marjorie Post Davis and allied interests 458,225 8.72 $17,412,550 

Woodward family 176,102 3.33 6,691,876 

Central Hanover B. & T. Co.* 153,975 2.92 5,851,050 

Security Trust Co. Of Rochester* 124,201 2.36 4,719,638 

Warren Wright 90,000 1.71 3,420,000 


Igleheart family 85.778 1.63 3.259.564 
Tota! 1,088,281 20.67 $41,354,678 


*Beneficiaries not disclosed 
Number of shares outstanding as of 1939: 5,251,440 
Number of shares outstanding as of 1941: 5,251,440 


Stockholders, $4.50 cumulative pref. stock (contingent voting) 


Largest stockholders Number of Total value (average price 
shares (1939) % per share in 1941: 114.88) 

Metropolitan Life Insurance Co. 6,070 4.05 $697,322 

United States Trust Co.* 5,286 3.52 607,256 

Massachusetts Mutual Life Ins. Co. 5,000 3.33 574,400 
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Prudential Insurance Co. 5,000 3.33 574,400 
New York Life Insurance Co. 3.675 2.54 422.184 
Total 25,031 16.68 $2,875,562 


* Beneficiaries not disclosed 
Number of shares outstanding as of 1939: 150,000 
Number of shares outstanding as of 1941: 150,000 


American Tobacco Company (Assets as of 1941: $349,439,000) 


Size rank (1937): 23 Outstanding 

Debenture 2.45%, 1948 (issued 1933) $12,977,000 
Prudential Insurance $10,887,000 
Mutual Life 2,090,000 
$12,977,000 

Bank loan 2%, 1945 (obtained 1939) 16,000,000 
Guaranty Trust $6,666,666 
Chase National Bank 3,333,333 
National City Bank (NY) 3,333,333 
Bankers Trust 1,333,333 
Central Hanover B. & T. 1,333,333 


$16,000,000 
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Bank loan (short-term) 75,500,000 
Guaranty Trust $18,000,000 
Chase National Bank 15,000,000 
Bankers Trust 9,000,000 
National City Bank (NY) 7,500,000 
Manufacturers Trust 7,500,000 
Chemical B. & T. 7,500,000 
Central Hanover B. & T. 7,000,000 
J. P. Morgan & Co. 4,000,000 
$75.500,000 
Total (March, 1942) $104.477,000 
Morgan-First National (3 banks and 2 insurance companies) $51,976.999 (49.795) 
Rockefeller (Chase National Bank) 18,333,333 (17.5%) 
National City Bank of New York 10,833,333 (10.4%) 
Central Hanover Bank & Trust 8.333.333 (7.9%) 
Sub-total $89,476,998 (85.5%) 


Note: company’s outstanding short-term loan as of December, 1941: $73,350,000 
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Stockholders, common stock (voting) 


Largest stockholders Number of 
shares (1938) 
Elkins-Widener group 103,000 
American Cigar Co.1 84,800 
Harriette M. Arnold 25,600 
City Bank Farmers Trust Co.* 15,058 
Mrs. Annie Watts Hill 13,600 
Total 242,058 


*Beneficiaries not disclosed 
lan operating subsidiary of American Tobacco Co. 


Number of shares outstanding as of 1937: 1,598,496 
Number of shares outstanding as of 1941: 1,560,870 


% 
6.44 
5.30 
1.60 
0.94 
0.85 

15.13 


Total value (average price 
per share in 1941: $58.69) 


$6,045,070 
4,976,912 
1,502,464 
883,754 
798,184 
$14,206,384 
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Stockholders, common stock B (contingent voting) 


Largest stockholders Number of Total value (average price 


shares (1937) % per share їп 1941: $59.19) 
Harriete M. Arnold 46,000 1.55 $2,722,740 
Sun Life Ass. Co. of Canada 34,600 1.16 2,047,974 
City Bank Farmers Trust Co.* 30,329 1.02 1,795,174 
Total 110,929 3.73 $6,565,888 


*Bencficiaries not disclosed 


Number of shares outstanding as of 1939: 2,976,549 
Number of shares outstanding as of 1941: 2,967,825 


Stockholders, 6% cumulative pref. stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1937) % per share in 1941: $151.00) 

New York Life Insurance Co. 25,600 4.86 $3,865,600 

United States Trust Co.* 13,772 2.61 2.079,572 

Equitable Life Assurance Soc. 9,200 1.74 1,389,200 

Estate of Thomas Dolan 8,488 1.61 1,281,688 


Metropolitan Life Insurance Co. 7,500 1.42 1.132.500 
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Prudential Insurance Co. 5,000 0.95 755.000 
Total 69,560 13.19 $10,503,560 
*Beneficiaries not disclosed 

Number of shares outstanding as of 1937: 526,997 

Number of shares outstanding as of 1941: 526,997 


Reynolds (R. J.) Tobacco Company (Assets as of 1941: $200,269,000) 


Size rank (1937): 41 Outstanding 

Bank loan 10-year (obtained 1940)* $16,000,000 
Chase National Bank $6,000,000 
National City Bank of NY 6,000,000 
Central Hanover B. & T. 4,000,000 
$16,000,000 


Total $16,000,000 
*Original amount: $20,000,000 
Stockholders, common stock (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $60.44) 
R. J. Reynolds Retirement and Insurance 200,000 20.00 $12,091,183 


Investment Fund 
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Reynolds family 173,716 17.37 10,499,395 
Gray family 66,105 6.61 3,995,386 
R. E. Lasater 33,500 3.35 2,024,740 
S. C. Williams 32,000 3.20 1,934,080 
L. F. Owen 11,500 1.15 695,060 
J. W. Glenn 10,000 1.00 604.400 
Total 526,821 52.68 $31,844,244 


Number of shares outstanding as of 1938: 1,000,000 
Number of shares outstanding as of 1941: 1,000,000 


Stockholders, common stock, Class B (voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share in 1941: $41.31) 

Reynolds family 907,101 10.07 $37,472,342 

Gray family 358,820 3.99 14,822,854 

City Bank Farmers Trust Co.* 81,329 0.90 3,359,700 

Mrs. Joan W. Payson 71,913 0.80 2,970,726 

United States Trust Co.* 69.889 0.78 2.887.114 


Total 1,489,052 16.54 $61,512,736 
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*Beneficiaries not disclosed 


Number of shares outstanding as of 1938: 9,000,000 
Number of shares outstanding as of 1941: 9,000,000 


Schenley Distillers Company (Assets as of 1941: $98,768,000) 


Size rank (1937): 84 Outstanding 
Bank loan 2-3%, 1942-45 (obtained 1939-41) $30,000,000 

Bankers Trust $6,857,143 

First National Bank (Chicago) 5,485,714 

First National Bank (Boston) 2,905,714 

National City Bank (NY) 2,571,728 

Bank of Manhattan Co. 2,412,857 

Sec. First national Bank of Los Ang. 1,328,571 

Union Trust, Pitts. 1,285,714 

Commercial National Bank & T., N. T. 1,028,571 

First National Bank in St. Louis 857,143 

National Bank of Detroit 857,143 

National City Bank (Cleveland) 685,714 

First National Bank (Atlanta) 685,714 

Harris Trust & Sav. Bank 642,857 


First National Bank of Philadelphia 428.572 
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Toledo Trust 428,572 
Boatmans National Bank of St. L. 334,286 
Citizen Union National Bank Louisville 300,000 
First National Bank of Cincinnati 257,143 
Fifth Third Union Trust. Cin. 257,143 
Louisville Trust. Louisville 214.286 
Liberty National Bank & Trust, Louisville 171.429 
Total $30.000,000* 


* Amount of bank loan as of March, 1942. 


Stockholders, common stock (voting) 


Largest stockholders Number of ‘Total valuc (average price 
shares (1938) % per share in 1941; $13.06) 

Rosenstiel family 226,977 18.02 $2,904,320 

E. Schwarzhsupt 115,445 9.16 1.507,712 

Jacobi family 60,478 8.27 ROORO7 

Gerngross family 64,505 S41 БЕКЕТИ 

Wielie family ARATE 145 550,845 

Lehman Bros. 24,780 [RY 110,507 

J. R. ‘Timmins & Co. 23,661 |. HH 309,019 


Total 563,016 44,70 $7,352,911 


eh a e 
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Number of shares outstanding as of 1937: 1,260,000 
Number of shares outstanding as of 1941: 1,260,000 


Stockholders, 51/2 cumulative pref. stock (contingent voting) 


Largest stockholders Number of Total value (average price 
shares (1938) % per share іп 1941: $86.75) 

H. Hentz & Co. 5,511 3.31 $478,079 

Irving Trust* 4,252 241 368,861 

Rosentiel family 4,114 2.33 356,890 

Wiehe family 3,100 1.76 268,925 

Brown Bros., Harriman & Co. 2,940 1.67 255,045 

Total 19,917 11.48 $1,727,800 


*Beneficiaries not disclosed 


Number of shares outstanding as of 1937: 176,250 
Number of shares outstanding as of 1941: 166,750 
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National Distillers Products Company (Assets as of 1941: $91,305,023) 


Size rank (1937): 100 
Convertible bond 3.596, due 1949 (issued 1939) 


Bank loan (obtained 1941) 
Chase National Bank 
National City Bank of NY 
New York Trust 
Guaranty Trust 
Manufacturers Trust 
Chemical Bank 
Brown Bros., Harriman & Co. 


Total 


Stockholders, common stock (voting) 


Largest stockholders Number of 
shares (1937) 

Guaranty Trust* 123,600 

Jas. H. Oliphant & Co. 30,830 


E. A. Pierce & Co.* 30.174 


Outstanding 

$21,108,000 

11,000,000 
3,250,000 
3,000,000 
2,750,000 
500,000 
500,000 
500,000 
500,000 
$11,000.000 

$32,108,000 


% 
6.06 
1.51 
1.48 


Total valuc (average price per 
share in 1941: $21.25) 


$2,626,500 
655,138 
641.198 
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Levis family 30,000 147 637,500 
State Street Investment Corp. 21,100 1.03 448.475 
Total 235,704 11.55 $5,008,711 


*Beneficiaries not disclosed 


Number of shares outstanding as of 1937: 2,036,893 
Number of shares outstanding as of 1941: 2,045,451 


Distillers Corporation-Seagram (Assets as of 1941: $110,000,000) 


Not included in the 100 largest industrial corporations of 1937 Outstanding 
Bank loan (term loan and short-term loan) $23,070,000 

Bankers Trust $6,400,000 

Manufacturers Trust 6,400,000 

First National Bank of Boston 1,500,000 

Continental Illinois Nat'l Bk. & T. 1,500,000 

Bank of Manhattan 750,000 

First National Bank of Chicago 750,000 

Pennsylvania Co. for Ins. & G. A. 750,000 

Security First National Bank (LA) 750,000 

First National Bank (Atlanta) 600,000 

National Bank of Detroit 562,000 

Harris Trust & Savings Bank 375,000 
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First National Bank (St L.ouls) 375,000 
National City Bank of Clevelund 375,000 
Northwestern National Bk, & T, 375,000 
Citizen Union National Bank (Louisville) 334,000 
First National Bank (Phil.) 300,000 
First National Bank (Jersey City) 225,000 
First National Bank (Baltimore) 225,000 
Boatmen National Bank of St. Louis 187,000 
Empire Trust 187,000 
Union Trust (Maryland) 150,000 
Total $23,070,000 


Remarks: Names of the largest stockholders not disclosed 


Hiram Walker & Sons (Assets as of 1941:$76,507,133) 
Not included in the 100 largest industrial corporations of 1937 


ee, . Outstanding — 
Bank loan $73,500,000 
Guaranty Trust -$13,500,000 OOOO o 
Total EN __ $13,500,000 


* Assets of Hiram Walker-Gooderham & Warks Limited(company’s parent company) 
Remarks: Loan outstanding as of September 31,1941. Names of the largest stockholders not disclosed. 
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Go, TIAN-KANG 


Through a systematic study of historical data, this book argues that a small group 
of New York banks, by means of term loans and working in close collaboration 
with their affiliated life insurance companies, exerted a strong influence over the 
supply of money and credit, and thus over the entire economy throughout the 
years of the depression. The book analyzes the growth of term loans under the 
depression, the concentration of the loans in a handful of powerful New York 
banks, the interplay between these banks and large life insurance companies in the 
capital market, and the resulting economic consequences. It also details the 
changes that took place in the leadership within the financial heirarchy during the 
depression: the J.D. Rockefeller interests replaced the Morgan-First National 
interests as the country's dominant financial power — a change that has escaped 
previous scholarly notice. 


Originally used as a credit instrument to finance distressed сс. . during 
the prolonged depression, term lending by commercial banks e іг cantum 
in the mid-1930's and had, by 1940, accounted for 30-50% о! > ou ‘anding 
loans held by New York, and Chicago banks. This study isthe fi oi) 5stigate 
all the loans reported by the borrowing corporations to the Sec cs change 
Commission between 1935 and 1941 and also to make use of th upe it relat- 
ed materials that appear in a wide range of journals and public d: Tt con- 
cludes that, contrary to widely held belief, the banking reforms « ‘zal ега 
failed to reduce Wall Street’s influence over finance and industry. 


